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In this book you will find startling figures comparing commercial paper 
with other forms of investment, as regards both safety and yield. 
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from the banker’s point of view, and from the viewpoints of the seller 
and broker, as well. You will get a comprehensive idea of the entire 
scope of the commercial paper market; will find detailed explanations 
of its organization and operation; will learn the advantages of com- 
mercial paper as an investment for the banker who desires the utmost 
in safety and yield. 


Read what these men say of the book: 


“This book is the best exposition of the subject which I have read and I think 
all bankers who buy commercial paper will find a great deal of interest as 
well as profit in it.”"—W. G@. Wilmet, vice-president Hibernia Securities Com- 
pany, Inc., New Orleans. 


“I wish that this might be read by a great many bankers that have overlooked 
to date this form of investment.”—R. H. Mabbatt, vice-president Lane, Roloson 
& Co., Inc., Chicago. 


“Gives the information which the prospective seller or buyer of commercial 
paper would like to have if he is not already thoroughly familiar with the 


way the system operates.”—S. C. Wise, of Burr, Stevens & Company, Inc., 
St. Louis. 
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A Book that points the way to 
greater profits... 


The Service Charge on 
Demand Deposits 


By W. GORDON JONES 

HIS book is a complete treatise on the growing 
banking practice of imposing a monthly service 
Price charge on demand deposits that do not measure up to 
$1.15 a certain standard of profitableness to the bank. It 
tells how to determine which accounts are unprofitable 
and discusses the best methods of imposing the charge 

without sacrificing the good will of the customer. 
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Most Popular Banking Book — 


Here is a book which has come to 
be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years’ experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for-your copy 

of this valuable 

book TODAY and see 
for yourself how 
thoroughly Mr. Kniffin 
has covered his field. 


BANKERS PUBLISHING CO. 


BANKERS PUBLISHING COMPANY 
Book Dept.—465 Main St., Cambridge, Mass. 
Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 
check for $3.00. 
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EP'TEMBER is an important month for bankers, because 
it is then that the annual convention of the American 
Bankers Association is held and the opinions and ideas of 
bankers throughout the country become in those few days 
crystallized and clarified into a definite program for the 

coming year. This year’s convention at Chicago is of especial 
importance because of the many events of the past twelve months 
in financial circles. New banking legislation, the banks that have 
been reopened and those that have fallen by the wayside, the 
upward swing in prices, the ill-starred World Economic Conference 
—these topics and many others will be dissected in formal speeches 
and bandied about wherever delegates gather. For those who did 
not go to the convention, and for those who did and want their 
confused impressions put in order—for all those, in short, who 
want to have at hand for reference the gist of the convention as 
it cannot be found in verbatim reports or crowded memories— 
THE BANKERS MaGaAZINE is publishing next month, as it has in 
previous years, a carefully condensed and digested report of what 
went on at the convention and what was said there, and in what 
direction the whole train of thought tends. Coming in our special 
October Convention Number. 


Dictratine letters to be hammered off on the typewriter day after 
day gets to be a routine business. And sometimes the warm, 
friendly tone, the pleasant little amenities get left out. The letter 
falls short of doing what it was intended to do, or does it with so 
poor a grace that public relations are strained and the good done 
by intelligent advertising is more than half counteracted. The 
question of unprofitable or inactive accounts is a special danger 
spot in this connection. To suggest to the harassed executive some 
tactful ways of approaching the subject in his correspondence 
THE BANKERS MAGAZINE offers in this issue (page 251) a port- 
folio of letters by AticE KretrscHMaR in which the author gives 
actual samples of how a delicate phase of customer relationships 
‘an be skillfully and successfully handled. 


Tue old order changeth—even in bank accounting. Mr. Plumerton 
was a skilled accountant. The figures with which he filled the neat 
nages of his ledgers were as beautifully formed as though he had 
heen creating a work of art; he seldom made a mistake, and no 
erasures spoiled the trim alignment of his calculations. But the 
old hand-and-head method cost him long hours of toil, and 
Mr. Plumerton was unwilling to listen to the suggestions of the 
directors that more modern methods would prove of greater 


{Continued on page xIv} XI 
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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK— 
BANKERS PUBLISHING COMPANY Send for 
Book Dept. —465 Main St., Cambridge, Mass. 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 in 
full payment or return the book. on 


approval 
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efficiency in handling the institution’s bookkeeping. That was his 
tragedy. The story of what befell Mr. Plumer and must 
befall any bank employe who stubbornly shuts his eyes to new and 
improved methods—will be found on page 248. The author is 
W. B. Compton of the Crocker First National Bank, San 
Francisco. 


Now when many forms of collateral security have declined precipi- 

tately in value and some would-be borrowers have exhausted all 
the ordinary forms of collateral, many banks are making a practice 
of accepting the pledge of the borrower’s life insurance as col- 
lateral for the loan. Such security has much to recommend it, its 
value being constant and readily ascertainable and capable of 
immediate conversion into cash. But it has disadvantages, as well, 
and, simply because it appears to be an absolutely safe and definite 
form of pledge, the banker cannot afford to assume that the 
acceptance of it does not require careful investigation and drawing 
up of papers to avoid future legal pitfalls. Epwarp O. STANLEy, 
counsel for the Mutual Benefit Life Insurance Co. of Newark, 
N. J., in an article entitled “Life Insurance as Collateral” (page 
237), discusses the points to be noted in examining the policy, the 
information that should be obtained from the company, the execu- 
tion of the necessary forms and the subsequent dealing with the 
security. His advice is calculated to prevent disappointment to 
the bank and to aid in creating an arrangement that is fair to both 
insured and assignee. 


“Frew people appreciate the intricacies involved in opening 

bank,” says Hon. J. F. 'T. O'Connor, Comptroller of the Cur- 
rency in an article on page 232. Often delays are caused because 
those in charge of the closed bank neglect to take the necessary 
preliminary steps, because the liquidity of a bank’s assets is 
expected to improve with time or because the stockholders are 
unwilling to make the necessary sacrifices. “After being told over 
the phone by two Senators, one Congressman and a national com- 
mitteeman that the reorganization of a certain bank on a certain 
plan was most important, a delegation composed of three directors 
of the bank and a lawyer were shown into my office. . . . Inquiry 
led to the fact that the plan contemplated a waiver by the depositors 
of 50 per cent., and that the stockholders were not putting in any 
money. . . . The file showed the stockholders could raise about 
$200,000 and they did, and the depositors waived 40 per cent. 
instead of 50 per cent. No wonder they were delayed and could 
not get their original plan approved.” Mr. O’Connor goes on to 
explain the steps involved in opening a bank, how the Government 
has dealt with the problem and the factors that have had to be 


taken into consideration. 





THE BANKERS MAGAZINE 


ESTABLISHED 1817 


With which are { THE WESTERN AUSTRALIAN BANK and 
amalgamated | THE AUSTRALIAN BANK OF COMMERCE, Ltd. 


AUSTRALIA 
Paid-up Capital £ A. 8,780,000 
Reserve Fund. 6,150,000 
Reserve Liability of Proprietors 8,780,000 


£ A.23,710,000 


Aggregate Assets, 30th Sept., 1932, £107,525,115 
General Manager, ALFRED CHARLES DAVIDSON 


MANDATED TERRITORY : 3 
or ge, Soya New GUINEA rcs Gert +4 
ve Kaviengo gave ‘ 


Papua “<<” Xa Solomon 19 / 


x 


¢7 

NCHES—@ Port Moresby ody e/ 

&s — e/ 

JAVA Sa S~7Tmor ones any ll ‘ of, 


Port Darwi New Hebrides Fu 
% y BRANCHES 
% Pi oF Levuka 
NORTHERN 2 
TERRITORY v 
QUEENSLAND New Caledonia 


WESTERN 
88 BRANCHES yf 
AUSTRALIA —— @\BRISBANE -” 


T23BRANCHES 


-~o 
nm 
= 
= 
= 


; 306 BRANCHES SYDNEY 


ADELAIDE. 0/0 sygenRA(2) 5 Auckland 
Sea EB3ipnancwes (FEO. Tennroet) = New 
Population, 6,549,076; area, 2,974,581 ELBOURNE ZEALAND 
sq _miles she ep, 110,5 568,279; cattle aunceston 


, 82 BRANCHES 
11,720 916; horses, 1,792,734; imports, TASMANIA 5 BRANCHES "WELLINGTON 
£ A. 57,075,257; exports, £ A. 107,967,- HOBART Christchurch 
143. 


Q 
: 
a) 
Z 
ti 
9 
< 
Q 
Z 
< 
7) 
w 
r 
0 
7 
¢ 
Y 
o 
o) 
° 
tN 


Annual Value of Australia’s Products 
Agriculture 
Pastoral 6 9. 499, 000 
Dairying 43,067,000 e 
ini 15,356,000 ® auckland | 
290,799,000 
£ A. 489,221,000 


SAIONADY GN ¥V SAHONVAG GOL 


Head Office—George St., Sydney | London Office—29 Threadneedle St., E. C. 2 
709 BRANCHES AND AGENCIES 
In all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Guinea and Londen 


The bank collects for and undertakes the agency of other 
banks and transacts every description of 
Australian Banking Business 


Current accounts opened in Australia for Overseas Banks and Deposits received 
for fixed periods on terms which may be ascertained upon application. 


| Agents and Correspondents throughout the » Werte 





OAYO], JO 4dryWstq [epueurLy 








THE BANKERS MAGAZINE 


ESTABLISHED 1846 


VOLUME CXXVII 


SEPTEMBER, 1933 


ELMER H. YOUNGMAN, Editor 


NO. 3 


Editorial Comment 
THE TEST OF UNITED EFFORT 


\ J ARIOUS attempts have been 
made to relieve the country from 
the extremely serious effects of 

the long-continued depression. These 

attempts, while to some extent pallia- 
tive, have failed to supply the relief 
required. 

Now we are to see what can be done 
by marshaling all the forces of the 
nation in support of the National In- 
dustrial Recovery Act. 

Toward this united effort of the coun- 
try to relieve human distress—for that 
is the real problem with which we are 
grappling—there can be but one atti- 
tude: that of whole-hearted co-opera- 
tion. 

The bankers of the United States are 
placed under special obligations in these 
times, not only to apply the provisions 
of the code to their respective institu- 
tions (which they have already done), 
but to the extent practicable, and con- 
sistent with sound banking policy, to 
aid in the work of recovery by grant- 
ing credits. That the banks of the coun- 
try have, for some time, been pursuing 
a credit policy of extreme caution is 
evident enough. If they are now to 
adopt a more liberal attitude it must 
be based upon the belief that at last 
the country is on the road to a sound 
recovery, that confidence, the element 
so much lacking in the past, is being 
gradually restored. 

Despite all previous mistakes and dis- 
appointments, the mental and_ physical 
resources of the United States are still 
immense. United and wisely guided, 
they should prove capable of winning 
in this determined assault against the 
grave effects of the depression. 

It has been said before in these pages, 
but will bear repetition, that the most 


serious problem facing our people is 
that of unemployment with its almost 
incomputable toll of human suffering. 

To exhaust every wise endeavor to 
relieve this distress is so obvious a duty 
that appeal for support of the Presi 
dent’s program should be unnecessary. 

Honest doubts may arise as to some 
of its details—the difficulty of applying 
universal rules without due considera’ 
tion to geographical situation, and the 
possible hardship to those who would 
willingly comply with the code but who 
cannot—but in the administration of 
the plan adjustments will probably be 
made whereby these doubts will disap- 
pear. 

That individual sacrifice will have to 
be made in the interest of the com- 
munity is apparent. But this sacrifice, 
ungrudgingly made now, will probably 
be far less than the losses which may 
follow a defeat of the plan. 

The united and determined effort 
now being made to end unemployment 
and its consequent human suffering 
constitutes a call to all that is best in 
American character. 


FAILURE OF THE WORLD MON- 
ETARY AND ECONOMIC 
CONFERENCE 


ITH no definite achievement 
as the result of its six weeks 
deliberations, the World Mon- 


etary and Economic Conference at Lon- 
don adjourned on July 27. Numerous 
explanations for the failure of the con- 
ference have been offered. While there 
is a general tendency to put the blame 
on the United States because of Presi- 
dent Roosevelt’s unwillingness to agree 
to a temporary policy of currency sta- 
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bilization, it is conceded in several quar- 
ters that even without this hindrance 
to its success the conference would have 
gone to pieces anyway. 

Some of the causes of the failure of 
this ambitious attempt to secure univer- 
sal world co-operation are now being 
carefully examined. In the first place, 
despite an elaborate agenda prepared by 
a committee of experts, the conference 
seems to have had no clear conception 
of what it was trying to accomplish. 
Furthermore, the weight of numbers 
militated against its success, especially 
when the delegates represented widely 
divergent interests. And, while prac- 
tically all of the delegates were entirely 
willing that other nations should make 
the desired concessions and sacrifices, 
they were not ready themselves to make 
an equal contribution to a_ successful 
issue of the deliberations. 

Probably the greatest obstacle to the 
success of the conference was what the 
Germans call the Zeitgeist, or the spirit 
of the times. And, while there perhaps 
never was a time when international 
cov operation was more urgent than now, 
it is somewhat paradoxical that the 
readiness to make the sacrifices which 
such co-operation demands was never 
less in evidence. 

When the United States abandoned 
the gold standard, and when it was real- 
ized that France, Switzerland, Italy and 
Holland were determined to use every 
effort to remain on that standard, hope 
of a favorable outcome of the confer- 
ence, respecting a vital issue, disap- 
peared, unless the United States ex- 
pressed a disposition to stabilize the 
dollar. But failure to agree on tariffs 
was another distintegrating factor, and 
perhaps equally fatal. 

Under existing circumstances it might 
be possible for the United States and 
the British Empire to come to some 
agreement on matters engaging the at- 
tention of the conference, although be- 
tween these parts of the world there 
still exist serious divergences of eco- 
nomic policies. 

The failure at London dozs not alter 
the fact that barriers to international 
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trade constitute a serious obstacle to 


world recovery. A practicable means 
of lessening these barriers remains to 
be found. When public opinion veers 
from extreme nationalism toward great- 
er international interdependence, a more 
favorable atmosphere will exist than 
that which smothered the conference at 


London. 


THE JULY BREAK IN SPECULA- 
TION 


HE wave of speculation in securi- 

ties and commodities, which had 

been steadily and violently rising 
for some time, was suddenly interrupted 
in July, when a sharp decline and heavy 
liquidation occurred. As was the case 
with the 1929 crash, this development 
has produced a fresh crop of opinion 
regarding the evils of speculation. These 
virtuous expressions nearly always fol- 
low the culmination of a speculative 
era. So long as prices rise and buying 
on a heavy scale keeps up, very little 
of this moralizing is heard. It is the 
“sermons and soda water the day after.” 

Some quite eminent authorities, new- 
ly awakened to the evils of speculation, 
have suggested that the propensity of 
our people to take chances could be 
better supplied by horse racing, poker 
or a national lottery. In these latter 
forms of gambling, it is said, there is 
only a change of money from one pocket 
to another, and this lacks the damage 
attributed to speculation in securities 
and commodities. 

That there should have been a marked 
advance in the prices of securities and 
commodities from the low prices long 
ruling was something quite in the natu- 
ral course of things. At some point a 
long and severe depression must come 
to an end: When that happens prices 
will rise. Thus there was a consider- 
able foundation for the advance in this 
instance. For business was showing a 
remarkable recovery. But the specula- 
tion was fostered by actual or contem- 
plated currency and credit inflation. So 
that while the speculation had, in part, 
a solid foundation, it was also charac- 
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terized by an element less substantial. 
The rise in prices, based upon actual 
business recovery, and even on a rea’ 
sonable expectation of further progress, 
was natural enough. But no doubt the 
speculative movement advanced more 
rapidly than actual or prospective re- 
covery warranted, and, when a realiza- 
tion of this suddenly dawned on the 
market, it sagged. 

Efforts to curb speculation have thus 
far been unavailing. The Federal Re- 
serve Act and the Glass-Steagall 
Banking Act both aimed to prevent the 
use of bank credit for speculation in 
securities, but apparently with little ef- 
fect. When people make up their minds 
to speculate, they seem to have no dif- 
ficulty in finding the funds to carry 
on their operations. 

Much was heard after the 1929 col- 
lapse, to the effect that people had had 
a lesson which they would not soon 
forget. Recent events have shown their 
memories to have been less retentive 
than was supposed. 

When people believe that they can 


buy shares today which they can later 
sell at a profit, they will probably con- 


tinue to act on this belief. Whether 
horse racing, lotteries and poker are 
desirable substitutes for stock specula- 
tion is a matter foreign to this inquiry. 


IF THEY HEED NOT THE 
PROPHETS 


IRE happenings are predicted for 
1) this country should the National 
Industrial Recovery, Act result 
in failure. These fateful consequences 
are foretold by those who see in this 
measure our only means of salvation. 
In examining these direful forebod- 
ings let it be said at the outset that 
all must hope that the plan will suc- 
ceed. It has been carefully devised by 
the Administration at Washington, and 
with the object of restoring employment 
and bringing about more prosperous 
conditions in trade and industry. This 
objective is one as to which no division 
of opinion can exist. And the plan 
itself is based upon an underlying prin- 
ciple especially applicable to our pres- 


ent national emergency. This principle 
is that of united action. As in mili- 
tary operations on a large scale the 
necessity of a unified command is gen- 
erally recognized, so in this instance the 
leadership of the President, loyally sup- 
ported by the people, will be found in- 
dispensable to the success of the meas- 
ure under consideration. The Presi- 
dent fully understands the necessity for 
prompt and energetic action. His ef- 
forts should be upheld by the American 
people. 

But, supposing that the National Re- 
covery Act should not prove to be the 
remedy for which we have all been 
searching, and that it fails to bring 
about the desired recovery, must we 
supinely accept this failure as the end 
of all things? Shall we throw up the 
sponge and quit? Lawrence, fatally 
wounded, said: “Don't give up the 
ship.” Paul Jones, when asked to sur- 
render, replied: “I’m just beginning to 
fight.” From these examples may we 
not take courage to make a fresh at- 
tempt to find our way out, even should 
the present effort fail? 

The old copy-book maxim is not in- 
applicable: “If at first you don’t suc- 
ceed, try again.” Or as Sancho Panza 
put it: “Patience, and shuffle the 
cards.” 

One surely may be permitted to doubt 
that the fate of the country is wholly 
dependent upon the success or failure 
of any particular plan. The resource- 
fulness of the American people cannot 
be entirely exhausted by a single at- 
tempt to end the depression. President 
Roosevelt himself, more than once, has 
said that some features of his plan were 
experimental. 

Let us all hope that what is being 
done will prove the wisdom and efh- 
cacy of the measures adopted, and work 
unitedly to make this hope a reality. 
But should our best efforts fail, let us 
not be dismayed. Above all, let us 
not be frightened by the dismal fore- 
bodings of the prophets of doom. 
Should present remedies prove ineffec- 
tive, the search for the right ones must 
be unremittingly continued. 
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PROFESSIONAL ECONOMISTS 
AND ECONOMIC LAWS 


‘N his admirable address to the coun- 
try on July 24, President Roosevelt 
thus expressed his distrust of “pro- 

fessional economists” : 

“IT have no sympathy with the pro- 
fessional economists who insist that 
things must run their courses, and that 
human agencies can have no influence 
on economic ills. One reason is that 
I happen to know that professional econ- 
omists have changed their definition of 
economic laws every five or ten years 
for a very long time.” 

This change of definition of eco- 
nomic laws by the economists may tend 
to the disrepute of the economists mak- 
ing such changes, but it does not affect 
the validity of the laws themselves. The 
earlier astronomers who thought the 
earth the center of the solar system 
were mistaken, but their erroneous opin- 
ions did not change the facts in the 
case. 

President Roosevelt himself is paying 
tribute to one of the most widely rec- 
ognized economic laws—that of supply 
and demand—when he attempts in the 
Agricultural Recovery Act to raise 
prices by limiting production. 

Those who since the Great War have 
traveled extensively in other countries 
have had an excellent opportunity of 
observing the operations of another well- 
established economic law, that bad 
money drives out good. 

It is dificult to understand how any- 
one can contend “that human agencies 
can have no influence on economic ills,” 
since these ills are purely the result of 
human agencies. The major ills from 
which humanity suffers today are the 
after effects of the Great War—the 
product of human agencies, though be- 
lievers in Satanic influences not unrea- 
sonably fix responsibility upon the devil. 

But if economic laws are but the 
creation of human agencies, the opera- 
tions of these laws may be modified or 
thwarted altogether from the same 
source. This is one reason why the 
operation of legislative acts is often 
beset with great uncertainty. How will 
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the human agencies, acting through the 
daily lives of the people, react to them, 
is the important question. And this is 
pertinent to our present effort'to cure 
the depression by legislation and execu- 
tive orders. A proper public response 
to this effort will assure its success, a 
contrary course its failure. 

Who can predict with certainty the 
attitude of buyers when all prices are 
largely increased? The success of a pol- 
icy of high prices depends upon a de- 
mand for goods sufficient to support 
the policy. 

The “professional economists” who, 
according to the President, change their 
definition of economic laws every ten 
years are entitled to no consideration, 
but the economic laws themselves will 
have to be respected. They are not 
changed by new definitions. 


THE FUTURE OF AMERICAN 
BANKING 


HAT the bankers of this country 
are confronted with serious prob- 


lems at the present time is well 
understood by all who have examined 
the new banking law. In several re- 
spects this law will make important 
changes in the conduct of banking as 
carried on for some time. Whether 
these changes are beneficial or other- 
wise is not now the question. They 
are required by law and will have to 
be accepted until the law shall be 
changed, and of such change there is 
no immediate prospect. 

An important provision of the new 
law is that prohibiting the payment of 
interest on demand deposits. Its effect 
will be to diminish balances of banks 
heretofore kept in New York and other 
financial centers, and also foreign bal- 
ances temporarily in New York. 

The centering of bankers’ balances 
in New York was open to some objec: 
tion. It tended to make such funds 
available for speculation in the securi- 
ties market, and theoretically at least 
deprived local communities of the use 
of the funds. Foreign balances in New 
York were likely to be withdrawn at 
any time in large amounts, with dis- 





THE BANKERS MAGAZINE 


turbance to the local money market, 
and with pressure on the gold stock 
while the country was still on the gold 
standard. 

But bankers will probably testify that 
their call loans in New York constituted 
the safest and most liquid element in 
their portfolios; and, with respect to 
foreign balances, there have been times 
when it was highly desirable to attract 
such balances by the payment of a mod- 
erate rate of interest. 

These banking relations have now 
been disturbed, and, if this has been 
done for good and sufficient reasons, 
the change is none the less serious to 
the banks. Foreign balances had pretty 
well taken their flight before the pas- 
sage of the new law, but New York 
has been heavily drawn on as a result 
of its enactment, and other important 
centers must have lost heavily. From 
the very nature of the case, bank bal- 
ances deposited in the financial centers 
must be “on demand,” though individ- 
uals may well change part of their de- 
mand deposits to “time.” 

Branch banking, deposit guaranty, 
divorce of security afhliates and other 
important banking relations are affected 
by the new law, and constitute grave 
problems to which bankers will have 
to direct their attention. There has 
as yet been no clear indication of what 
course the banks will take respecting the 
deposit guaranty law. So far as the na- 
tional banks are concerned, they must 
either accept the plan or change into 
state institutions. 

For many of the smaller state banks 
there is a grave problem in respect to 
the guaranty law. If they are to be- 
come subject to its provisions they must 
comply with regulations believed by 
many to be impracticable. This may 
result in their absorption by the 
stronger banks, and thus pave the way 
for a considerable extension of the 
branch system. Whether the taking 
over of a large number of weaker banks 
by the stronger institutions is wise or 
not is a question that has been raised. 

The permission given the national 
banks to operate state-wide branches, 
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where state banks have this privilege, 
will make it possible for some of the 
larger banks to extend their operations 
if they so desire. Some of the other 
provisions of the new law are restric- 
tive. By co-operation with the various 
bankers’ organizations and the state and 
Federal officials, the banks will no doubt 
manage in the course of time to adapt 
themselves to the changed relations 


which the new law compels. 


MEANS OF EXTENDING BANK 
CREDIT 


NNOUNCEMENT was recently 
A= by the Reconstruction 
Finance Corporation of a readi- 
ness to purchase preferred stock in the 
banks of the country to the extent of 
$1,000,000,000 in order to assist the 
banks in enlarging their credits to pro- 
duction and trade. As this advance of 
funds would be entitled to 5 per cent. 
cumulative dividends out of the profits 
of the borrowing banks, and since re- 
discounts from the Federal Reserve 
banks may be had at a much lower rate, 
the incentive to make use of this offer 
will be lacking except where the capi- 
tal of the banks is insufficient or where 
paper eligible for rediscount is lacking. 
There must be a good many cases of 
this sort, and the offer of aid will no 
doubt be accepted to a considerable ex- 
tent. 

So far as the general banking situa- 
tion is concerned, it has been evident 
for some time that the restraining in- 
fluence on the expansion of credit was 
net lack of funds but lack of safe de- 
mand. Also, while the public attitude 
toward the banks was decidedly ner- 
vous, it was quite natural for the banks 
to hold on to their funds and to main- 
tain a position of high liquidity. In 
this respect the situation has greatly 
improved in recent months, confidence 
in the banks having been largely re- 
stored. But only to a limited degree 
has the situation changed with respect 
to the safe demand for credit extension, 
though the National Industrial Recov- 
ery Act may supply this missing ele- 
ment. 
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The fact that the Government must 
supply additional banking capital is sig- 
nificant of existing conditions. Ordi- 
narily it is an easy matter to secure 
from the public the needed capital for 
the banks. But our recent banking his- 
tory has made the public wary of in- 
vesting in bank shares, even with the 
double liability heretofore attaching to 
national bank stock removed. 


A COMING ISSUE 


ITH mounting public expendi- 
tures there looms into sight an 
issue bound, at no distant day, 
to overshadow all others. It is that of 
taxation. At a time of slack demand 
for commercial credit, and when public 
borrowing is so easy at nominal rates, 
this question may be temporarily ob- 
scured by borrowing. But loans, if 


their interest is to be kept up and the 
principal sums finally paid, mean more 
taxation. 

Thoughtful students of fiscal affairs 


have, on many occasions, in recent years 
not merely pointed out the growth of 
the total of taxation figures, but have 
shown how the proportion of taxes to 
national income has increased. Of 
course, with a return of prosperity, this 
disproportionate growth of taxation will 
be less disquieting than it is at present, 
unless taxes are correspondingly in- 
creased. 

There are only two practical ways 
of reducing taxation. One is for people 
to be content with less rapid progress 
in supplying the social demands for 
which taxes are imposed. The other is 
for the taxpayers to get better value 
for their money. Relief from either of 
these sources is not promising. 

The late Professor Adams of Yale 
University, who had devoted many 
years to study and practical efforts look- 
ing to taxation reform, confessed short- 
ly before his death that little actual 
progress had been made. 

But protests against the growth of 
taxation are likely to be heard in the 
future with increasing frequency and 
with greater vigor. When taxes have 
become so heavy that they cannot be 
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borne, as has been the case in recent 
years, individual distress is caused and 
the productive character of the levies 
impaired. Shrewd statesmen have found 
that a potent means of adding to rev- 
enues is by the reduction of taxation. 
The Federal and state inheritance 
taxes are practically capital levies. Com- 
ing in large amounts, they are in the 
nature of windfalls to depleted excheq- 
uers. But their absorption nevertheless 
dries up future sources of income. 
While people are enjoying the stimu’ 
lating effects of liberal public expendi- 
tures they are apt to forget the pangs 
to be experienced when pay day comes. 


THE ORIGINS OF AMERICAN 
BANKING LEGISLATION 


T some appropriate time it would 
be both interesting and instruc- 


tive to make a careful investi- 
gation of the origins of American bank- 
ing legislation. Doubtless such a sur- 
vey would reveal the fact that, with 
some few exceptions, our Federal bank- 
ing laws have had their beginnings in 
attempts to remedy certain evils—real 
or apparent—growing out of the va- 
rious commercial and financial crises 
through which the country has passed. 
Even if the first and second Bank of 
the United States may be included in 
the exceptions and regarded as the re- 
sult of purely constructive banking leg- 
islation, it will be seen that they did 
not long survive the prejudices of the 
time. Inconsiderate management hast- 
ened the downfall of the second Bank 
of the United States. 

From the time of the expiration of 
this institution down to the Civil War 
there were no banks operating under 
Federal authority (unless the Bank of 
North America at Philadelphia was an 
exception); and the state banks had the 
field to themselves. During this pe- 
riod, when the issue of notes was more 
important to the banks than the re- 
ceipt of deposits, many varieties of 
notes were issued, most of them very 
bad, but some quite good. As is usu- 
ally the case, the bad were remembered 
and the good forgotten. It is to be 
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regretted that during the interval be- 
tween the passing of the second Bank 
of the United States and the beginning 
of the Civil War a sound system of 
state bank notes was not developed. 
That such development was practicable 
the examples of note issues under the 
Suffolk Bank System at Boston and 
those of the Louisiana, Indiana and a 
few other banks sufficiently witness. 
But instead of building on these solid 
examples, the whole system of bank 
notes was destroyed, and for these ex- 
ceedingly useful instruments of com- 
merce Government currency was substi- 
tuted. 

While the National Banking System, 
like most of our currency and banking 
legislation, grew out of an emergency 
situation, the legislation itself was de- 
cidedly constructive in character. It 
established a new system of banks reg- 
ulated by uniform laws, and also pro- 
vided for a national currency which was 
far better than most of the state bank 
notes. 


The Gold-Standard Act (March 14, 
1900) was in response to the distrust 
of the currency arising in the preced- 
ing years, and largely due to the free- 
silver agitation of that period. 

Our most ambitious piece of banking 
legislation since that inspired by the 


Civil War was the Federal Reserve 
Act (1913), and this legislation was 
prompted by the panic of 1907. 

The latest attempt to perfect bank- 
ing by legislation was made during the 
present year, and its origin may be 
traced to the experiences growing out 
of the panic which began in 1929, and 
the depression which has lasted until 
now. 

It is thus apparent that our banking 
legislation has been enacted under the 
stress of emergencies, and for that rea- 
son it may have lacked the sound char- 
acteristics which might have been at- 
tained could legislation have anticipated 
the emergency or have been deferred 
until its effects had subsided. Possibly 
it would be wise to pay attention to 
the example of our neighbor, Canada, 
where the banking law automatically 


comes up for revision every ten years. 

Much of our banking legislation, 
though probably not intended to be 
punitive in character, is strong on “thou 
shalt not’s.” A calmer and more intel- 
ligent attitude respecting banking leg- 
islation would be productive of great 
benefit to the country as well as to the 
banks. 


THE AMERICAN BANKERS ASSO- 
CIATION CONVENTION 


HE meeting of the American 

Bankers Association at Chicago, 

September 4-7, was one of the most 
notable in the long history of that im- 
portant organization. This was due to 
the fact that the bankers of the coun- 
try are now under the necessity of con- 
ducting their business under legal reg- 
ulations quite different from those under 
which the banks have heretofore been 
accustomed to function. Some of these 
regulations, while deemed necessary by 
Congress in the public interest, are re- 
pugnant to banking opinion. This is 
especially the case with the deposit- 
guaranty feature of the Glass-Steagall 
Act, under which the banks must soon 
operate. Some other provisions of this 
measure, while less objectionable than 
the one mentioned, nevertheless create 
new and serious problems which the 
bankers of the country must face. No 
doubt, in time, these problems will all 
be adjusted and the banks will con- 
tinue, as in the past, to offer the coun- 
try efficient banking service. 

Not only did the bankers assembled 
at Chicago find themselves confronted 
by these new conditions governing their 
own business, but they had to take into 
consideration their relation to the emer- 
gency measures under which substan- 
tially all forms of production and trade 
are now operating. The disposition of 
the bankers of the country to aid by 
all possible and legitimate means in the 
recovery of business received fresh evi- 
dence at the Chicago convention. 

An extensive report of the conven- 
tion is necessarily deferred to the Octo- 
ber issue of THE BANKERS MAGAZINE. 


















What the U.S. Treasury Is Doing 
to Reopen Your Bank 


By Hon. J. F. T. O°Connor 


Comptroller of the Currency 


EW people appreciate the intri- 
ress involved in opening a bank. 

A careful examination must be 
made of the assets and liabilities; the 
character of assets must be analyzed to 
establish liquidity; losses must be deter- 
mined. When these facts are found, 
the basis is laid for reorganization. If 
the capital, surplus and _ undivided 


profits are wiped out, the stockholders 
must contribute up to 100 per cent. 
Efforts are made to 


of their holdings. 


oer 





of this in my address before the Minne- 
sota bankers which I will repeat. 

After being told over the phone by 
two Senators, one Congressman and a 
national committeeman that the reorgan- 
ization of a certain bank on a certain 
plan was most important, a delegation 
composed of three directors of the bank 
and a lawyer were shown into my office. 
They told me of the urgent need to 
reopen the bank, the suffering of the 
depositors and the fact that they had 


‘here have been some fine illustrations of self-sacrifice by 
officers and stockholders of many banks. 


Men and women have 


come forward and volunteered their 100 per cent. assessment, 
waived their deposits, subscribed for new capital, in order that the 


depositors should not lose a single dollar. 


I mention this because 


some are prone to mention only those connected with the banks 
who have tried to evade their legal and moral responsibility and 
have been compelled by legal proceedings to make their just con- 


tribution.” 


revive the old bank or establish a new 
bank; new capital is furnished by stock- 
holders, depositors and in some instances 
by the Reconstruction Finance Corpora- 
tion. This corporation operates in three 
ways: first, by purchase of preferred 
stock in the new bank; secondly, by 
loans to the new bank; and thirdly, by 
loans to conservators or receivers upon 
application of the Comptroller of the 
Currency where the bank must be 
liquidated and this money made avail- 
able to depositors. Plans presented are 
carefully analyzed. Not all plans are 
fair and equitable. I gave an incident 
From a recent radio address. 
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been unable to get any one to approve 
their plan and were appealing to me. 
Inquiry led to the fact that the plan 
contemplated a waiver by the depositors 
of 50 per cent., and that the stock- 
holders were not putting in any money 
Further questioning brought forth the 
fact that one of the directors present 
and his wife were the owners of stock 
to the amount of $25,000, another 
owned $12,000 of stock and the third 
owned $5000. It was quite apparent 


that the waiver by the depositors would 
not only restore the bank to solvency 
but would make the stock of these men 
and others worth one hundred cents 
I told them that the 


on the dollar. 
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stockholders should put up money, and 
was met with vigorous argument on 
three points: first, they, the stockholders, 
did not have the money; secondly, it 
would delay the opening of the bank 
three weeks or more; and thirdly, that 
since the depositors were willing and 
anxious to waive 50 per cent., why 
should the Government say “no.” The 
file showed the stockholders could raise 
about $200,000 and they did, and the 
depositors waived 40 per cent. instead 
of 50 per cent. No wonder they were 
delayed and could not get their original 
plan approved. It is true that on the 
basis of the new plan it took three 
weeks longer to reopen the bank, but 
it was worth it to the depositors. I do 
not mean to imply that there are not 
cases where the stockholders can do 
nothing, or that it is not proper and 
necessary in order to reopen or reor- 
ganize banks for the depositors to waive 
in large amounts, but I am desirous of 
showing you some of the problems 
which confront us. 

Our work is both remedial and pre- 
ventive. We desire to remedy the 
present situation. Equally, we desire 
to prevent its recurrence and to lay 
the foundation for a sound banking 
system. Thus, while we are primarily 
concerned with the problem of securing 
for depositors and creditors the ulti- 
mate in recovery upon their claims, we 
are as well concerned with the results 
of our handiwork in order that, having 
secured for depositors and creditors the 
maximum recovery, there will result a 
needed organization in a position to 
function properly and enjoy the respect 
and good will of its customers. 


WHAT HAS BEEN DONE 


“What,” I am asked, “has the Treas- 
ury and what has the Comptroller of 
the Currency, in his supervising ca- 
pacity, done to accomplish these re- 
sults?” 

On March 9, 1933, Congress enacted 
the now familiar “Bank Conservation 
Act,” among other things, providing 
for the reorganization of national banks 


and appropriating $2,000,000 for ex- 
penditure, under the direction of the 
President, to carry out the act. No 
sooner had the act been adopted, than 
committees were created in each of the 
Federal Reserve cities to meet and 
advise with the bankers and assist them 
in making immediate corrections of their 
troubles. Treasury officials and em- 
ployes were on continuous duty day 
and night to assist where possible. 


WORK OF THE COMPTROLLER’S OFFICE 


Almost immediately there was set 
up, as a division of the office of the 
Comptroller of the Currency, the re- 
organization division, the personnel of 
which includes more than 100 people, 
most of whom have had special banking 
training. The Comptroller's office re- 
ceives an average of 7500 pieces of mail 
daily. There are over 500 employes 
of the Comptroller’s office in the field, 
and the Reconstruction Finance Corpo- 
ration and Federal Reserve banks have 
their personnel engaged in assisting in 
the work. Their task is to acomplish 
the results already mentioned. Natu- 
rally, they must have something with 
which to work. The information upon 
which they base their opinion must be 
correct. Consequently, it was deter- 
mined that each unlicensed national 
bank should be thoroughly examined 
by a competent examiner prior to the 
adoption of any reorganization plan. 
This work has been carried out as fast 
as has been humanly possible, and it is 
with great satisfaction that I am able 
to state that every unlicensed national 
bank has been examined since the holi- 
day. Every available foot in the Treas: 
ury Building is occupied, and, to accom: 
modate the staff, six floors of the large 
office building across the street have 
been secured. From July 1 to July 5, 
304 bank committees have discussed 
plans and received assistance in their 
problems of reopening banks. This is 
not an unusual number and illustrates 
the burden upon this department. 

On March 4, 1933, there were 5938 
operating banks in the United States. 
























































Of this number, 4509 were licensed 
to resume normal banking functions on 
March 13, 14 and 15, leaving 1429 
national banks unlicensed, as of the 
beginning of business March 16. With- 
in 126 days there have been 390 old 
banks licensed, 71 new banks chartered 
through which funds from unlicensed 
banks were made available and 320 
plans of reorganization approved. Thus 
since March 15 over 50 per cent. of 
the national banks which were un- 
licensed have been either licensed or 
plans have been approved for their 
reorganization, and, due to the system 
which has now been established, the 
work is being rapidly accelerated. It 
should be noted, in connection with 
those cases where plans have been 
approved, that it is largely up to local 
community to make effective such plans, 
such as securing the consent of depos- 
itors and providing capital. _The un- 
opened banks are being given every 
consideration, and an earnest effort is 
being made to formulate workable plans 
of reorganization. Of the closed banks 
364 have not submitted plans for re- 
organization. Fifty-three of these banks 
are located in Western Pennsylvania. 
The depositors should insist upon plans 
being submitted by those in charge of 
the closed institution. The responsi- 
bility rests there. In the event of an 
arbitrary refusal on the part of the 
conservator to submit plans, the Comp- 
troller of the Currency will remove 
him. It is, of course, folly to say that 
all of such banks will be reorganized, 
or that less than a substantial number 
of the same will not have to be eventu’ 
ally placed in liquidation. But it may 
likewise be said that every effort is 
being made to prevent such from being 
the case, and where it is possible to do 
so it is hoped that sound reorganizations 
will be accomplished. In this connec: 
tion it should be borne in mind that, 
by deferring efforts to reorganize for 
a time, seasonal collections, other 
strengthening of assets, and changing 
conditions may make possible what 1s 
now impossible. Such cases, while not 
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numerous, are not unusual and do exist 
As already mentioned, each plan of 
reorganization is formulated upon the 
basis of the facts and circumstances 
peculiar to the particular case. Quite 
often I receive requests for samples of 
reorganization plans to be adapted to 
specific cases. This is impossible. | 
might add that the desirable procedure 
is for the conservator of the bank or 
the reorganization committee to review 
the bank’s assets in the light of the 
last report of examination and to at. 
tempt to formulate an equitable plan 
which is deemed to be workable and 
fair to the depositors. The chief na 
tional bank examiner and the officials 
of the Federal Reserve Bank, I am sure, 
will be glad to assist in so far as pos 
sible, and, consequently, in such cases 
it would be well to present the plan 
to the chief national bank examiner and 
the Federal Reserve Bank of the proper 
district. When the plan has been 
placed in form satisfactory to the chief 
national bank examiner and to the 
Fderal Reserve Bank, it should be for- 
warded to the Comptroller's office for 
review by the reorganization division 
and, if fair and equitable, will be 
approved by me. In this connection 
it must be remembered that, as a matter 
of law, approval in the last instance is 
made by the Comptroller of the Cur- 
rency, and, while the examiner sincerely 
and impartially sets up the facts as they 
exist in his opinion, the best plan, in 
the last anlaysis, is a question about 
which there may be difference of opin: 
ion; and it sometimes happens we can- 
not agree as to the best method, in 
which case the reasons for disapproval 
are given and a plan which is deemed 
workable is outlined, where possible. 


FACTORS TO BE CONSIDERED 


In formulating a reorganization pro’ 
gram, there are a number of factors 
which must be given consideration. In 
the first place, the reorganized bank 
must have an adequate capital struc: 
ture dependent not only upon the mini 
mum requirements as provided by law 
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but commensurate with the volume of 
business and deposits which the bank 
may reasonably expect to enjoy. Sec- 
ondly, the assets to be retained by the 
reorganized bank must not only be 
sound but must be of the character 
responsive to ordinary banking de- 
mands. Often there exists an honest 
difference of opinion as to the value of 
a particular asset, and often it is argued 
that a certain asset, while of little 
present value, is of potential value 
under changed conditions. Neverthe: 
less, it must be remembered that in 
reorganizing banks we are dealing with 
assets which must be responsive to the 
present demands of business and com- 
merce, and we must see that these 
assets are not only sound but that they 
conform to the requirements of law and 
are otherwise acceptable as sound bank- 
ing assets. Thirdly, we must see that 
the reorganized bank, when opened, 
will have that degree of liquidity neces- 
sary to conduct its business upon a 
sound and conservative basis and, there- 
fore, that it has the necessary cash or 
the ability to procure the same to meet 
its ordinary demands. Fourthly, we 
must be satisfied that the reorganized 
‘bank, upon the basis of the reorganiza- 
tion as planned, will justify its existence 
by earning a sufficient income to meet 
its expenses of operation, for certainiy 
a bank’s earnings offer some indication 
as to the necessity for the bank and 
the place that it occupies in the com- 
munity. And lastly, we must see that 
the management of the bank is such 
that the continued existence of the bank 
is insured after its reorganization; con- 
sequently, directors and officers should 
be of unquestioned integrity and ability. 
These are only some of the problems 
with which we are daily faced; others 
constantly occur and recur. 
- Reference has already been made to 
the Bank Conservation Act of March 9, 
1933. This is only one part of the act 
to provide relief in the existing national 
emergency. Means were also provided 
for the capitalization of national bank- 
i ociations by the issuance of pre- 


ferred stock and for the purchase of 
such preferred stock by the Reconstruc- 
tion Finance Corporation, where deemed 
advisable. We have not been unmind- 


ful of the facilities offered in this re- 
spect and have availed ourselves of these 
privileges. 


GRAVE RESPONSIBILITIES INVOLVED 


The provisions of the Bank Conserva- 
tion Act with respect to plans of re- 
organization are relatively simple, but 
its administration is accompanied with 
grave responsibilities. As you know, 
the act provides that a plan of reorgani- 
zation requiring the consent of deposi- 
tors and other creditors or stockholders, 
or both depositors and other creditors 
and stockholders, shall become effective 
when the Comptroller of the Currency 
shall be satisfied that the plan of re- 
organization is fair and equitable as to 
all depositors, other creditors and stock: 
holders, and is in the public interest, 
and when, after reasonable notice, de- 
positors and creditors representing at 
least 75 per cent. in amount of the 
banks’ total deposits and other liabili- 
ties, shown by its books, and _ stock- 
holders representing at least two-thirds 
of the bank’s outstanding capital stock, 
or both, as the case may be, shall have 
consented in writing to the plan of 
reorganization. lll creditors are to be 
treated upon the same basis and no 
creditor not entitled, as a matter of law, 
to payment in full is to receive more 
than his pro rata share. In addition, 
the plan must be in the public interest 
and for the public good, as distin- 
guished from the benefit that may pos- 
sibly injure a chosen few. 

oe 

Permit me to given you some figures 
which will give you a clear view of 
what has been accomplished by the 
various Governmental agencies in giv- 
ing relief to depositors. On December 
31, 1932, deposits in national banks 
amounted to $18,301,916,000. On 
April 4, 1933, the deposits in unlicensed 
national banks amounted to $1,865,- 
330,000, representing approximately 10 














per cent. of the aggregate amount of 
deposits on December 31, 1932. On 
July 6, 1933, deposits in unlicensed 
national banks, exclusive of banks in 
the District of Columbia and the City 
of Detroit, amounted to $1,058,902,000, 
representing slightly more than 5 per 
cent. of deposits as of December 31, 
1932. 

If we deduct the amount of deposits 
which will be released immediately 
upon the consummation of the approved 
plans, the total amount of frozen de- 
posits in unlicensed national banks, 
exclusive of Detroit and the District 
of Columbia, will be approximately 
4 per cent. of the total amount on de- 
posit on December 31, 1932. These 
results are said by some to be remark- 
able in the circumstances and are attrib- 
utable mainly to three factors: First, 
the co-operation, tireless energy and 
sympathetic understanding of President 
Franklin D. Roosevelt, the calm judg: 
ment and presuasive force of his dis’ 
tinguished Secretary of the Treasury, 
Honorable William H. Woodin, and 
the keen discriminating financial mind 
of the Executive Assistant Secretary of 
the Treasury, Walter J. Cummings. 
Secondly, the support of the Reconstruc- 
tion Finance Corporation, its able board, 
the chairman of which is Honorable 
Jesse Jones, who have worked con- 
scientiously and strenuously and in com- 
plete harmony with the Comptroller’s 
office to bring about this result. And 
thirdly, the unprecedented economic re- 
covery. This is best reflected in the 
condition of banks generally. Let me 
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“IT once worked for a young banker who made an ingenious 


give you an illustration. Twenty-five 
banks and trust companies in greater 
New York increased their deposits by 
close to one billion in the three months 
ended last June 30, and by more than 
$700,000,000 compared with a year ago. 

In conclusion, let me say no discrim- 
ination has been made between Repub- 
lican dollars and Democratic dollars in 
closed banks. My department has as- 
sumed that the Republican depositor, 
although probably much less in need of 
his money than his Democratic friend, 
is just as anxious to get his share of 
the remaining 3 per cent. now in closed 
national banks. Of the many hundreds 
of depositors, creditors, stockholders and 
officers with whom I have discussed 
plans of reopening, I have never in- 
quired and do not know the politics 
of any. Let me say definitely and posi- 
tively that the Comptroller of the Cur- 
rency is interested in your plans for 
reopening your bank and giving relief 
to the depositors and not in your 
politics. There have been some fine 
illustrations of self-sacrifice and true 
Americanism by officers and _ stock- 
holders of many banks. -Men and 
women have come forward and volun- 
teered their 100 per cent. assessment, 
waived their deposits, subscribed for 
new capital, in order that the depositors 
should not lose a single dollar. I men 
tion this because some are prone to 
mention only those connected with the 
banks who have tried to evade their 
legal and moral responsibility and have 
been compelled by legal proceedings to 
make their just contribution. 


observation about the location of his vault. Wishing to give it 
special emphasis, he said: ‘Put it opposite the door with a clock 
over it! I worked once in a bank where we had a clock over the 
vault. To gain more space we moved the vault and the clock. 
Having formed the habit of looking at the clock, our customers 
would come in with their eyes focused at the spot where the clock 
had been months after it had been taken away. If you want to 
draw attention to the vault, put a clock over it.’”—Alfred Hop- 


kins: The Fundamentals of Good Bank Building. 
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Life Insurance as Collateral 


The Use of Insurance Policies as Security for Loans 


By EpwarbD 


O. STANLEY 


Counsel, Mutual Benefit Life Insurance Co., Newark, N. J. 


ITH the decline in market 

\X values that has occurred in all 

the usual forms of securities ac- 
ceptable to banks as collateral for loans, 
and with the exhaustion of all other 
available collateral security in the case 
of many borrowers, there has been an 
increasing use, sometimes at the sugges- 
tion of the lending banks, of life in- 
surance policies as a form of collateral 
security. With the universal acknowl- 
edgment of the strength and soundness 
of the insurance companies and of their 
splendid record during the past three 
years, it has come to be recognized that 
such collateral, if the present value of 
such insurance can be made available 
to the lending bank, is a most valuable 
form of security, and I have no doubt 
that the future will show a greater use 
of life insurance as collateral than the 
past. 

The advantages of life insurance as 
collateral are (1) that its value is non- 
fluctuating, (2) the amount of such 
value can be promptly and definitely 
ascertained and (3) where the proper 
procedure is followed, the full amount 
of such value will be immediately paid 
in cash. (For the purpose of this dis- 
cussion, the recent moratorium on pay- 
ment of surrender values and granting 
of loans on policies will be disregarded 
as being an unusual event, temporary 
in character, due to a general financial 
standstill.) In other words, it has li- 
quidity, fixed value and security. But it 
has disadvantages also: (1) it is non- 
negotiable, that is, it is not transferable 
by delivery, (2) it cannot be sold on 
an exchange and a market price ob- 
tained, (3) there must be a careful in- 
spection of documents in the light of 
well settled life insurance law to ascer- 
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tain whether the title is clear and the 
value available, (4) the execution by all 
necessary parties of documents must be 
obtained and (5) to liquidate the securi- 
ty there is the necessity of dealing with 
the company issuing the policy and 
meeting its requirements; (6) moreover, 
the recurrent premiums must be watched 
and possibly paid by the bank if the 
policy is not to lapse. The modern life 
insurance contract and the rights, privi- 
leges and obligations inherent therein 
were not planned, and life insurance 
is not generally sold, with a view to 
the convenience of bankers. The prac- 
tice of the companies has grown up 
with the primary consideration in mind 
of the protection and recognition of the 
interests of the policyholder and the 
beneficiary. 


NEED FOR SPECIAL PERSONNEL 


If life insurance is to be used with 
advantage to both the borrower and the 
bank, and without creating unneces- 
sary antagonism between the banks and 
the insurance companies, the bank must 
be entirely familiar with the nature of 
the contract and its limitations, and the 
rights and obligations of the various 
parties under it, as well after as before 
a collateral assignment. I think there 
is a necessity of designating and train- 
ing personnel for such purpose, and a 
great opportunity for co-operation with 
the insurance company. Otherwise 
there will be disappointment and mis- 
understanding on both sides. Banking 
officials concededly have an excellent 
working knowledge of the use as col- 
lateral security of bearer securities and 
securities that have been made negoti- 
able by endorsement. But this knowl- 
edge alone cannot be successfully em- 
ployed with life insurance. No bank 
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would think of accepting a bond and 
mortgage as security for a loan with’ 
out referring to counsel all relevant 
papers, to make sure not only that the 
title to the property to be pledged is 
vested in the mortgagor, but also that 
there are no other rights in existence 
which might defeat or diminish the 
value of such pledge. A policy of life 
insurance is not a negotiable security 
in the usual sense, but requires as care’ 
ful consideration as a mortgage loan, al- 
though the title thereto can be examined 
with much less effort, and the record 
of pledge established simply and easily. 
And, like a mortgage, there is an equity 
of redemption which cannot be elimi- 
nated by making an assignment abso- 
lute in form which is in fact only se- 
curity. Here is a form of security 
which requires special treatment, and 
special capacity in some one to deter- 
mine upon the sufficiency of the secu- 
rity offered. Some banks may find it 
worth while to delegate some one person 
to have charge of life insurance col- 
lateral, and send such person to visit 
the home ofhces of a number of the 
larger life insurance companies in order 
to make contacts and learn the require- 
ments of the individual companies. Such 
visits would be welcomed by the com- 
panies and create a basis of understand- 
ing beneficial to both parties. 


INSURANCE NOT NEGOTIABLE SECURITY 


We are dealing with two independ 
ent sets of relationships: that between 
the bank and the borrower, and that 
between the life insurance company and 
the insured. These two relationships 
do not meet until the insured becomes 
the borrower and offers as security his 
life insurance contract. 

We must thoroughly understand then 
what his contract is. It is not a nego- 
tiable security. It is in its essence a 
written agreement whereby, for a con- 
sideration called the premium, to be 
paid by the insured annually or oftener, 
the company agrees to pay a sum stated 
as the face amount of the policy upon 
the death of the insured to a certain 
beneficiary; for example, to the in 
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sured’s executors, administrators or as- 
signs—what we call an estate or self 


policy. Variations of and additions to 
this simple form comprise all life insur- 
ance policies. This contract, of course, 
like all contracts, is assignable by its 
owner, and from this right of assign: 
ment arises the possibility of its pledge 
as collateral security, and the resulting 
relationships between the bank and the 
insurance company. It seems to be gen 
erally conceded by the life insurance 
companies that the consent of the com- 
pany is not necessary to the validity of 
the assignment, but in response to a re- 
cent inquiry, six companies out of 
eighty-seven insisted their approval was 
necessary. 

One of the objects of the bank in 
taking a policy of life insurance as col- 
lateral is to make sure that its loan is 
paid in full out of such life insurance 
in the event of death of the borrower 
while the loan is outstanding. In most 
instances, however, the bank desires 
something more than the right to re 
ceive the proceeds of the life insurance, 
and particularly wants there to be a 
present value available to it in the event 
of default in the payment of interest or 
principal of its loan. This requires a 
further consideration of the life insur- 
ance contract. A modern contract has 
inherent in it certain rights and options 
available to the insured, which may 
benefit or harm the assignee of the pol- 
icy, and concerning the proper scope 
and exercise of which rights and options 
an exact knowledge is necessary if the 
bank is to be properly protected. The 
rights and options available to an in: 
sured under the form of policy we have 
been using since 1922 include the fol- 
lowing: 

(a) Right to change the beneficiary; 

(b) Right to procure loans to pay 


premiums; 
(c) Right to surrender for cash 
value; 


(d) Right to procure cash loans. 


The insured also has the right to rein 
state the policy in case of lapse for 
non-payment of premium, and the right 
to select a method of payment of the 
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proceeds, called a settlement option. In 
addition, he can select how the divi- 
dends shall be applied, whether to in- 
crease the value of the contract, to ac- 
celerate its maturity as an endowment, 
to accumulate at compound interest 
with the company or to reduce premi- 
ums. 

Perhaps the simplest way of proceed- 
ing would be to assume that the bank 
and the borrower have agreed that a 
life insurance policy or policies shall be 
furnished as collateral security, and to 
take up from the standpoint of the bank 
the procedure thereon. This will fall 
into at least five separate heads. The 
order of disposition may vary, but ulti- 
mately all of them must be undertaken. 


(a) Examination of the policy; 

(b) Inquiry of the company, and pos- 
sibly procuring necessary 
forms; 

(c) Execution and filing of necessary 
forms; 

(d) Subsequent dealing with securi- 
ty to preserve all rights; 

(ec) Method of realizing upon the se- 
curity. 

Subdivisions will appear as we treat 

the separate heads. 

When the borrower is merely re’ 
quired to state the amount of his life 
insurance in his personal statement of 
condition, this figure is of course only 
the amount payable at death, and may 
be subject to serious impairment by 
loans or lapses. “It is not a true state- 
ment of the asset value of the life in’ 
surance, which correctly is only the 
loan or surrender value. If important, 
the borrower should be required to fur’ 
nish the life insurance company’s state’ 
ment of such value. 


EXAMINATION OF THE POLICY 
Whether or not an assignment form 
is immediately executed, the policies to 
be pledged should in the first instance 
be submitted for inspection to the bank, 
and referred to a fully qualified life 
insurance man for analysis and report 
as to papers necessary. From the stand- 


point of the bank, I believe that this 
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examination is as important as in the 
case of mortgage loans. Care at this 
point may avoid litigation and expense, 
not to say delay, in the future. The 
points to be noted are these: 

(a) The form of policy, that is, 
whether ordinary life, endowment, etc.; 
also whether the policy is incontestable, 
that is, whether, by reason of its re- 
cent date, suicide or misrepresentation 
in the application would relieve the 
company from liability; 

(b) The beneficiary named; 

(c) What rights the insured has re- 
served to change beneficiary if the bene- 
ficiary is not the insured; 

(d) Whether the right to surrender 
for cash is available to the insured; 

(ec) What values are available upon 
surrender; 

(f) The dates and amount of pre’ 
miums; 

(g) Whether the premium is auto’ 
matically payable by any provisions; 

(h) Whether there appears to be any 
indebtedness to the company noted on 
the policy. 


Information on all of these items 
should be obtainable from the policy 
provisions or riders attached to or en 
dorsed on the policy, including the 
statements in the application, a photo- 
static copy of which must by law be 
attached to the policy. 


INQUIRY OF THE COMPANY 


The next step should be a formal 
written inquiry to the home office of 
the company as to the particular policy, 
for further information affecting the 


policy. 


quiry 
every 


Possibly a form for such in- 
could be prepared for use in 
case, so that the information 
could be supplied by the company in 
easily tabulated form. If, before in- 
quiry is made, an assignment instrument 
is executed by the insured and delivered 
to the bank, it may happen, and often 
does, that such an instrument has com- 
plicated the title, and the company will 
require, to the bewilderment of the 
bank, the cancellation of such assign- 
ment, the execution of some other paper 
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and the re-execution of an instrument 
of assignment. 

If inquiry is made of the company 
before the assignment is filed, the com- 
pany may decline to give any informa- 
tion except upon request of the policy- 
holder, so it is advisable to have him 
give a written authority to the bank 
to procure information. But after as- 
signment filed, information would be 
given the assignee. 

The points to be covered by inquiry 
of the company should be, 


(a) Whether the policy is in full 
force or has lapsed, and to what date 
premium is paid; 

(b) Whether the company has notice 
of any prior assignment. This fact may 
not appear on the policy when in- 
spected. 

(c) Whether any cash loans or pre- 
mium loans have been made by the 
company on the security of the policy, 
the amount thereof and the date to 
which interest is paid and what is the 
present cash value of the policy; 

(d) Whether the policy is subject 
to any automatic premium loan provi 
sions whereby, in the event of failure 
to pay premiums, the company has re’ 
course to the cash value of the policy 
for premium loans so long as there is 
sufhcient for the purpose. 

(ec) To whom premium notices are 
sent; 

(f) Whether the company will per: 
mit the exercise of rights and options 
by an assignee; 

(g) Whether the execution of an 
assignment affects the right of insured 
to change beneficiary. This question 
may possibly be answered by inspection 
of the policy provisions, but it is men- 
tioned at this time because it is well 
settled by judicial decision in New 
Jersey, with which apparently New 
York and Pennsylvania courts agree, 
that where a beneficiary other than the 
insured’s estate is named in a policy, 
assignment of a policy does not displace 
such beneficiary, but all that is trans- 
ferred by such assignment is the con- 
tingent right of the insured in the pro- 
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ceeds of the policy, which may only 
be to take the proceeds in the event of 
the prior death of the named _ bene- 
ficiary. In the event of death while the 
policy was so payable, the assignee 
might get nothing but a lawsuit. 


EXECUTION AND FILING OF NECESSARY 
FORMS 


If what I may term the examination 
of title, which has just been mentioned, 
discloses a satisfactory situation, then 
the bank can procure the execution of 
proper assignment papers either on its 
own form or on the form supplied by 
the company. If the assignment was 
executed by the policyholder before exam- 
ination of the policy and the inquiry 
of the company, the assignment should 
be re-inspected and, if necessary, new 
forms executed. It must be remembered 
that the insurance company will take 
no responsibility as to the validity or 
sufhiciency of any assignment, and mere 
acceptance and recording of the assign: 
ment by the company is no evidence 
of its effect. Assignments should al- 
ways be executed in duplicate, one for 
the bank and one for the company. 
Both are forwarded to the company, 
and one is returned with evidence of 
recording. 

In connection with any loan involv- 
ing the use of life insurance policies as 
collateral, it is probably superfluous to 
suggest the use of a form of note which 
authorizes certain procedure on the part 
of the bank in the event of default in 
payment of principal or interest, and 
particularly provides for waiver of 
notice of sale of the securities pledged, 
for public or private sale by the bank 
and opportunity for the pledgee to be- 
come the purchaser. I also suggest that 
if the bank, pursuant to the advice of 
its counsel, has prepared and prefers 
to use its own assignment form, it 
shall take the precaution to submit this 
assignment form to all the principal 
insurance companies whose policies may 
be offered to it, in order to ascertain 
whether such form is acceptable to the 
insurance companies and will accomplish 
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the purposes desired by the lending 
bank. The policy of course should be 
retained by the bank and the original 
and duplicate assignment promptly for- 
warded to the home office of the insur- 
ance company for record and return of 
one copy. 


WITH SECURITY 


The next important head involves 
the rights of the bank in its status as 
assignee only, without having become 
the owner upon default. Assignment 
of a policy does not make the bank 
the owner of it, and failure to recognize 
this fact leads to much disappointment. 
In fairness to the insured and the insur- 
ance company the form of assignment 
used should indicate that the policy 
is pledged only as collateral by the use 
of appropriate words, for example—‘As 
its interest may appear.” Of course 
the bank is under no obligation as as- 
signee to keep the policy in force, but 
it is very much interested in seeing that 


SUBSEQUENT DEALING 


it does not lapse by nonpayment of 


premiums. When lodging its assign- 
ment, it should therefore request the 
insurance company to send duplicate 
premium notices to it. These will dis- 
close the amount of any indebtedness 
on the policy and the interest due 
thereon, and the bank can make sure 
that the premium is paid by the bor- 
rower, or pay the premium itself with- 
in the grace period. 

Under the nonforfeiture provisions 
prevailing, mere failure to pay the 
premium does not necessarily make the 
policy immediately valueless. The sur- 
render value is used to purchase ex- 
tended insurance for the face amount 
of the policy if there is no loan against 
the policy, and this will be in force 
for a period shown in a table in the 
policy, although such table is not appli- 
cable when there is a policy loan out- 
standing. But when a policy goes on 
extended insurance after lapse, the 
amount of surrender value is affected. 
It diminishes daily until it disappears 
with expiration of the term of the ex- 
tended insurance, instead of remaining 
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constant or increasing with each pre- 
mium payment as in the case of policies 
in force. The amount payable at death, 
if within the term of extended insur 
ance, may be constant, but not the 
surrender value. If there is a policy 
loan against the policy when it lapses, 
the amount of extended insurance pay- 
able and the term of such extension will 
be diminished. Therefore the bank has 
an interest in keeping the policy in 
force, and keeping the interest on any 
loans owing to the company paid, so 
that the policy may not lapse and finally 
become valueless. 

Next there should be considered the 
possible right of an assignee to surrender 
the policy and obtain the cash value 
thereof. In its choice of assignment 
form and its communication with the 
company, the bank should ascertain 
whether among other rights it will be 
permitted as assignee to obtain payment 
of the value of the policy upon sur- 
render. Sometimes it will be found 
that, until the assignee has become the 
owner of the policy, the co-operation 
and signature of the insured is required 
to terminate the policy by surrender, 
and it may be that the company will 
make the point that the proceeds of the 
surrender receipt will be paid by check 
to the order of the insured, unless the 
insured otherwise designates that it be 
payable to the assignee. Such an evem 
would be disappointing and embarrass- 
ing to the pledgee, to say the least. 

It is obvious, therefore, that the 
possible necessity for exercising rights 
and options should be anticipated and 
provided for in the assignment. There 
is a difference of practice among insur- 
ance companies as to what degree of 
control is permitted to an assignee 
holding a policy as collateral security. 
Hardly any company would deny the 
right of the assignee to exercise all 
rights and options, if the assignee could 
show ownership, but the pledge of a 
policy does not originally transfer title 
or ownership, and the method of be- 
coming the owner will be dealt with 
later. Assuming, therefore, the bank 











is still apparently only a pledgee, what 
rights and means has it for realizing 
upon its collateral? Obviously it has 
only such rights as the owner of the 
policy may have given to it. 


RIGHT TO SURRENDER 


The right to surrender, of course, 
would only be open to the insured if 
either the policy was payable to his 
estate, or, if payable to a named bene- 
ficiary, the right to surrender was re- 
served. This right, being in the nature 
of a power attached to a policy, must 
be transferred with the policy. Some 
assignment forms drafted by careful 
bank counsel contain a clause which 
purports to give the assignee a power 
of attorney to exercise the right of 
surender and received the surrender 
value. This is framed obviously in 
analogy to the power of attorney en- 
dorsed in blank on the back of a stock 
certificate, but, even if exercised, the 
insurance company would probably wish 
to pay the proceeds of surrender by 
check to the order of the insured, solely 
or jointly with the assignee, unless the 
power of attorney authorized the bank 
in surrendering to designate itself as 
payee of the check. 

The basis of the insurance company’s 
attitude in raising any question as to 
the bank’s right to receive the cash 
surrender value is that it is or may be 
held accountable to the insured or to 
his estate for any dealing with the 
policy that is not strictly within its 
terms and within the terms of the as- 
signment. For instance, if the policy 
were permitted to mature by death of 
the insured, the proceeds might be suf- 
ficient to pay the bank’s debt and leave 
a balance for the insured’s estate. If 
the bank surrenders the policy without 
the consent of the insured, it destroys 
that possibility, and naturally the dis- 
appointed heirs seek to hold the insur- 
ance company responsible. So when 
the terms of the insurance contract pro- 
vide, as many of them do, that sur- 
render may be made at the end of any 
policy year, or within the days of grace 
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thereafter, even though the company 
has uniformly waived that provision 
and accepted surrenders by the insured 
at any time during the year, the com- 
pany might not be authorized to accept 
a surrender, without the consent of the 
insured, by an assignee at any other 
time than that set forth in the policy 
contract. When ownership is estab. 
lished in the assignee, his right to sur’ 
render will be recognized. 


RIGHT TO CHANGE BENEFICIARY 


The right to change beneficiary re- 
served to an insured is usually sus- 
pended by an assignment. Some policies 
expressly so provide, and, generally 
speaking, the bank as assignee is not 
interested in the exercise of such right, 
if its assignment is effective to make it 
the payee of the proceeds of the policy 
to the extent of its claim. But in the 
event of the policy becoming a claim 
by death, the claim of the bank might 
not exhaust the proceeds, and, to pro 
vide for such event, the reservation to 
the insured of the right to name a bene- 
ficiary in subordination to the rights of 
the assignee should be provided for and 
agreed to by the assignee. Even where 
policy contracts provide that no change 
of beneficiary can be made while an 
assignment is outstanding, a request by 
the policyholder can be executed, 
prior to the assignment, which will sub- 
ordinate and preserve the right to 
change a beneficiary. 

Perhaps the most important right of 
a policyholder is the right to borrow 
upon the policies, although the recent 
emergency restrictions upon this right 
have temporarily interrupted the com- 
plete enjoyment of this right. Inasmuch 
as the right to borrow requires the 
execution. of a loan certificate by the 
insured, it will usually be found that 
the assignee will be denied the right 
to borrow unless ownership is estab 
lished. This means that, if the insured 
does not pay premiums, the assignee 
may find itself compelled to advance 
its own money to prevent lapse of the 
policy. The practice of the companies 
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generally, however, is very much more 
liberal with regard to premium loans, 
which serve to keep the policy in force 
for its face amount, than with regard 
to cash loans which diminish the reserve 
available for keeping a policy in force 
and the interest on which operates also 
to consume the reserve. The most ad: 
vantageous arrangement is to obtain 
the execution by the insured of an 
automatic premium loan certificate at 
the time of the assignment by the in 
sured, so that thereafter, if premiums 
fall due and are not paid within the 
days of grace, the company will auto 
matically conduct a premium loan from 
the reserve which will serve to renew 
the policy for the succeeding year 
With respect to cash loans, it will be 
found generally that the signature of 
the insured will be required, and, as 
previously pointed out, checks in pay: 
ment will be drawn to the order of the 
insured and assignee jointed, so that the 
possibility of non-co-operation by the 
insured at the time when it is sought 


to realize cash would prove an embar- 
rassing handicap. Of course, when and 
as ownership of the policy is established 
in the assignee, the right to borrow goes 
with it. 


OBTAINING OWNERSHIP OF THE POLICY 


It is obvious, as in the case of other 
collateral security delivered to a bank, 
that the bank at the time of pledge 
does not obtain full title and property 
to the thing pledged. In case bonds 
or stock are pledged, it does not there- 
by immediately become the owner, but 
it has the right of possession with a 
power of sale and the means of becom’ 
ing the owner. In the case of a mort- 
gage, its rights as mortgagee and its 
remedies under provisions for protection 
of the mortgagor’s rights at foreclosure 
are well known. With respect to an 
insurance policy, the position of the 
bank is somewhere between the rights 
of the holder of negotiable securities, 
or registered securities endorsed in blank, 
and a mortgagee. Strictly speaking, be- 
fore it can become the absolute owner 
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of the policy, it should be required to 
foreclose the right and title of the in 
sured to his policy of life insurance, 
and in some states there is-a statutory 
method provided for the foreclosure of 
liens on personal property which has 
been held to apply to life insurance 
contracts. When no statutory method 
has been established, the usual means 
of foreclosure in a court of equity are 
available. It must be apparent that 
the right of the pledgee is fundamentally 
no different than that of any other 
lien holder. This right is primarily 
to hold the thing to which he has added 
value or incurred charges until his bill 
is paid. To this right the statutes have 
added remedies providing means of sell: 
ing the thing held under certain provi- 
sions of notice to the owner, and adver- 
tisement generally. But, with respect 
to life insurance policies, the bank can 
and should anticipate and provide for 
means of becoming the owner. The 
form of assignment should contain 
apt language, as previously indicated, 
authorizing the pledgee to obtain title 
and ownership of the policy upon com’ 
pliance with certain conditions. Gen 
erally speaking, these conditions com’ 
prise those set forth in the usual form 
of collateral note, namely, notice of 
maturity and demand for payment, sale, 
public or private, on notice to the 
borrower, unless there is provision for 
waiver of such notice by the borrower 
and opportunity for the pledgee to be- 
come the purchaser at such sale. Upon 
proof by afhdavit of compliance with 
the provisions set forth in such note 
or in such assignment, if such pro 
visions are contained therein, the insur- 
ance company will recognize the pledgee 
as owner and permit it to exercise all 
rights of ownership, such as the right 
to surrender, right to make loans, etc. 
Compliance with these provisions does 
not impose any unusual hardship nor 
any substantial delay upon the assignee, 
and they are only fair provisions for 
the protection of the insured. 

Of course the insured can voluntarily 
transfer ownership to the bank by the 
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execution of a subsequent assignment in 
which a cash consideration, either by 
way of credit upon the principal 
amount of the note or in actual cash, 
can be stated. The amount of such 
cash consideration should generally 
speaking be the current value of the 
policy as ascertained from the insurance 
company, that is, the cash surrender 
value less the amount of any indebted- 
ness to the company thereon. 

In the event of death of the insured 
while the loan is still unpaid, the 
pledgee will find itself in a more favor- 
able position, as, upon submitting the 
usual proofs of death, with verification 
of the amount of the bank’s claim as 
pledges, the insurance company may pay 
the entire amount of the policy to the 
bank, relying upon the obligation of the 
bank to account to the insured for any 
balance. A recent example of this char- 
acter is reported in the case of Bose v. 
Meury, 112 N. J. Eg. 61, where two 
policies aggregating over $25,000 were 
paid to a creditor, who deducted the 
amount of this claim of about $10,000, 
and then filed an interpleader suit in 
the Court of Equity, paying the money 
into court for determination of the 
adverse claims of the widow and the 
trustee. 


SOURCE OF MOST DISAGREEMENTS 


The source of most disagreements 
between the banks and the insurance 
companies is the insistence of the insur- 
ance company that the bank originally 
was only a pledgee or a lien holder 
having a special property in the policy. 
The bank, without perhaps sufficiently 
considering the nature of the trans- 
action, has assumed that it is the holder 
of a negotiable security upon which it 
can realize on short notice by exercis- 
ing the right to surrender and demand- 
ing the value of the policy from the 
company. But a life insurance policy 
is not so negotiable as a stock certificate 
endorsed in blank, which can be sold 
and transferred to the purchaser. An 
honest endeavor by both parties to ac- 
commodate their points of view would 


THE BANKERS MAGAZINE 


go far, and there is a strong movement 
under foot by the Association of Life 
Insurance Counsel and the legal section 
of the American Life Convention to 
join with suitable representation of the 
American Bankers Association to estab- 
lish a uniform assignment clause which 
will protect the rights of both parties 
and accomplish the purposes of a col- 
lateral assignment. 

There are a few remaining considera- 
tions involved in the pledge of a policy, 
which do not go to the fundamentals 
of protection either of the bank or of 
the insured, and which should be dealt 
with in a broad-minded way. It may 
be found, for instance, that the policy 
contract contains disability benefits. 
These may be one or both of the cus 
tomary provisions for waiver of pre- 
miums during disability, or the payment 
of disability benefits. In my opinion, 
the bank should be satisfied with the 
benefit of waiver of premiums during 
disability, and not require the disability 
annuity to be assigned to it. Such pay- 
ment is a substitute for loss of earning 
power contracted for as a protection 
to the insured and his dependents, and 
any insistence upon the transfer of such 
disability benefits would to my mind 
reflect upon the humanity and wisdom 
of the bank. 

One of the rights of the policyholder 
inherent in any participating policy is 
the right to share in the surplus of the 
insurance company and the distributions 
of it that may be made from time to 
time, or the right to receive dividends. 
I shall not endeavor to elaborate the 
distinction between the so-called divi- 
dends of a life insurance company and 
dividends as commonly understood on 
stocks of corporations, although there 
is a very real difference in the nature 
of such dividends, one of which is that 
the dividends of a mutual life insurance 
company are in part a refund of pre- 
miums paid. This difference is rec 
ognized in the application of the Federal 
Income Tax Law. When an assign: 
ment of a policy is made, it ordinarily 
does not carry the right to receive 
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dividends, and in the case of collateral 
assignments, if the assignee requests the 
insurance company for payment to it 
of the dividends in cash, it would 
probably be met with refusal by the 
insurance company unless such request 
was also signed by the insured. It is 
generally considered that the dividends 
are available only to the insured so 
long as there has been no default in 
his loan. The insured may in fact have 
elected prior to the assignment that the 
dividends should be applied in reduc- 
tion of premiums, or in one of the other 
two ways that increase the value of the 
policyholder’s equity, that is, either to 
buy paid-up additional insurance, or 
left with the company as a deposit to 
accumulate at interest. It would seem 


245 


that, if the bank wishes to obtain pay- 
ment of the dividends in cash while 
holding the policy as collateral, it should 
particularly set forth in the assignment 
form executed by the borower a direc- 
tion in writing to the company to pay 
the assignee the annual dividends. Of 
course, after the assignee becomes the 
owner of the policy by foreclosure and 
sale, it would have the right to exercise 
dividend rights and options as such 
owner without the consent of the in- 
sured, but the situation generally should 
be treated as in the case of other col- 
lateral, such as dividend-paying stocks, 
and in my opinion the dividends should 
be permitted to go to the borrower until 
the policy becomes the property of the 
assignee, and not merely a pledge. 


Economic Control of Ancient Chinese 
Depressions 


EPRESSIONS are nothing new in 
history; they have been recorded 


periodically in the official history 


of China. The nearest Chinese word 
for depression is Huang, which means 
desolation. A depression of want is 
called Chi Huang, while a depression of 
fear is K’ung Huang. There isa classical 
term “Huang Cheng,” which means 
political measures to deal with desola- 
tions. The oldest record of these 
measures can be found in the Chow Li, 
or the Book of Governmental Rites of 
the Chow dynasty. The Chow Li is 
one of the thirteen Confucian classics: 
the authorship of this is generally at- 
tributed to the Duke of Chow of the 
twelfth century, B. C. 

The following translation from the 
Chow Li was made by Dr. Kiang 
Kang-hu of the Gest Chinese Library 
of McGill University. The twelve 
items themselves are given in_ italics. 
Commentary upon the meaning of these 
statements has grown through the cen- 
turies, but the explanation here sum- 


From a publication issued by the Royal 
Bank of Canada. 


marized after each item is supposed to 
have been written in the first century 
A. D. It should be re-emphasized that 
no part of the comment is made by us 
or by the translator. 

One. The Distribution of Surplus 
Treasures—The government will pro- 
vide not only funds for the relief work, 
but will also open up all storages of 
accumulated grains and other necessi- 
ties of life for direct distribution. 

Two. The Lowering of Taxation.— 
This will relieve people from public 
burdens and thus enable them to be 
self-supporting. The average land tax 
was less than 10 per cent of its produc- 
tive value and there were very few 
other taxes. During the time of de- 
pression the land tax was usually halved, 
or the famine-stricken regions totally 
exempted. 

Three. The Mitigation of the Sever- 
ity of Criminal Punishment.—This is 
because people are more easily driven 
to crime when in, distress, and therefore 
they deserve special mercy. 

Four. The Withholding of Labor 


Conscription —In the ancient times all 
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male citizens, excepting officials and 
scholars, were subject to government 
conscription for public works between 
the planting and the harvesting seasons. 
This conscription would be withheld in 
times of depression, so that the people 
might work more profitably. 

Five. The Lifting of Legal Prohibi- 
tions Against the Use of State Property. 
—Acording to the Law of the Chow 
dynasty, all mountains, rivers, forests 
and mines were publicly owned and 
were prohibited from private exploita- 
tion. This prohibition would be lifted 
and the people would be allowed to 
enjoy the products of the state property. 

Six. The Abandonment of Trade 
Restrictions—Although there were no 
customs duties in the Chow period, in- 
spections and restrictions were in force 
on both imports and exports between 
states. These would be abandoned in 
times of depression to facilitate free 
transportation and quick exchange. 

Seven. The Elimination of Social 
Ceremonials——This is a measure of 
social economy and thereby unnecessary 
expense would be saved for necessary 
purposes. 

Eight. The Simplification of Funeral 
Rites.—The Chinese often over-do fu- 


neral and burial services, and this would 
rule out all superfluous expenditures for 
the dead. 

Nine. The Prohibition of Public 
Musical Performance and Amusement 
of Any Form.—Aside from sacrificial 
and educational purposes, theatricals 
and musical performances for amuse- 
ment would be banned in times of 
depression, much in the same way as 
it would be in times of mourning. 

Ten. The Encouragement of Simple 
and Easy Marriage—-As marriage in 
old China was expensive and difficult, 
this would be a great relief for poor 
people in hard times. 

Eleven. The Holding of Prayer Serv- 
ices—When the Emperor led the ofh- 
cials and the people to pray to heaven 
and to the national patron gods for the 
speedy return of prosperity, it would 
certainly have a psychological effect on 
the populace. 

Twelve. A Check on Thieving and 
Banditry.—Since depressions always 
brew more unrest and uprisings, an 
effective check of these from the very 
beginning would save the country from 
revolutions and wars. 

These twelve items form the impor- 
tant measures of the Huang Cheng 
since the time of ancient China. 


Gain in Mutual Savings Bank Deposits and 
Surplus 


[tenis of th in mutual savings 
banks of the United States in- 
creased by 35,087 in the first 
six months of 1933, reversing the trend 
in the latter half of 1932. The total 
on July 1 was 13,303,553, within a 
hundred thousand of the record for all 
time. 

The surplus account of mutual in- 
stitutions at the end of the first half- 
year reached a new peak of $1,171, 
773,818, a gain of $29,660,799 for the 
period. This reserve fund provided 12.2 
per cent. surplus for every dollar of 
deposits, the highest ratio ever reached 
by mutual savings banks. The figures 


compared with 11.5 per cent. six months 
ago. 

Philip A. Benson, president of the 
National Association of Mutual Sav 
ings Banks and head of the Dime Sav- 
ings Bank, Brooklyn, N. Y., states that 
he considers the increase of depositors 
and surplus accounts as heartening signs 
of the times. “The true measure of 
saving is to be found in the number of 
savers and not the amounts involved,” 
said Mr. Benson. “Mutual institutions 
in particular were founded for the spe- 
cial purpose of helping the ‘little man’ 
toward financial independence, and these 
figures make it evident that the aver- 
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age citizen is more determined today 
than ever before to set up a cash re- 
serve. 

“The fact that mutual institutions 
have increased surplus accounts, pro- 
viding in excess of twelve cents of re- 
serves for each dollar entrusted to them, 
is proof enough of their conservative 
management. During recent months 
they have paid liberally to depositors, 
fulfilling their high purpose of provid- 
ing a ready source of money for the 
man of average means. A number of 
our banks report increased deposits with 
improved national conditions, accom 
panied by a confident outlook.” 

While the above important items of 
the savings bank ledger showed a com- 
fortable margin of gain, assets and de- 
posits declined. On July 1 total assets 
of all mutual institutions, operating in 
eighteen states, represented the sum of 
$10,938,249,520, a decline of $241,959,- 
476 in the six-month period. Deposits 
showed a recession of $337,628,392, to 
$9,642,319,032. Delaware and Oregon 
reported gains. Both assets and deposits 
were substantially higher than on July 
1, 1929, usually accepted as about the 
end of the previous inflated period. The 
figures for assets at that time were 
$9,997,102,547 and for deposits $8,- 
954,835,127. 

In the present period of readjust- 
ment the average account for all of the 
banks has decreased from $751.48 six 
months ago to $724.79 on July 1. Div- 
idend rates likewise declined from an 
average of 3.94 to 3.50 per cent. 

The last official figures of the Fed- 


eral Reserve Board placed total bank 
deposits for the country, exclusive of 
interbank deposits, at $41,643,000,000. 
Upon this basis the owners of mutual 
savings accounts hold 23 per cent. of 
all deposits in the country. 


MutTuaL Savincs BANKS wiITH Dk- 
POSITS IN Excess OF $100,000,000 


(Compiled by National Association of Mu 
tual Savings Banks. As of July 1, 1933. 
Name of Bank 
Bowery Savings Bank, New 
TOUR SAO Seictheae sn caw se $5 10,998,032 
Emigrant Industrial Savings 
Bank, New York City..... 402,132,381 
Philadelphia Saving Fund So- 
ciety, Philadelphia, Pa..... 
Williamsburgh Savings Bank, 


Deposits 


306,688,882 


Droaklon, We Yok < sce ccieaie 236,967,669 
Bank for Savings, New York 

Ge ieee sakes 194,263,738 
Central Savings Bank, New 

VOR IG i-5.5. Ses cib dss’ 188,679,430 
Dry Dock Savings Institution, 

Wew otk: Cites oc ccs csc 0s 188,646,628 
Dime Savings Bank, Brooklyn, 

er pine atacewuag arama 170,855,702 
Greenwich Savings Bank, New 

FO Oe 35.05 cease 146,941,638 
East River Savings Bank, New 

TOG OIE Sik ois o's os mame sl 143,655,097 
Union Dime Savings Bank, 

New. York. Gitg.'s. ceuin 36 130,021,282 
Seamen's Bank for Savings, 

Mew: “Wot 20. °6i0'.5.0i3s: 125,171,367 
Boston Five Cents Savings Bank, 

DEC. DEE. 6 so0icvbiena< 111,751,687 
Lincoln Savings Bank, Brook- 

TR, Nt a a echoes ence ase 104,850,012 


Provident Institution for Sav- 
ings, Boston, Mass......... 
Society for Savings, Cleveland, 
EUND: ctenweisica ewe ito ee 102,707,070 


104,571,617 








“If the advertiser will keep always in mind that his mailing list 
is not an inanimate thing, but is a group of people to whom he is 
going to talk and sell his services, and that he wants to know as 
much about each one of them as if he were going to write a per- 
sonal letter, he can’t go far wrong. Expect to get a reply from 


each name. 


Then you will put enough information after each 


name so you can intelligently handle that reply and proceed with 
the sale in the most effective manner." —T. T. Weldon: New Busi- 


ness for the Trust Department. 














An Old and Honored Employe 


The Story of an Old-Fashioned Accountant 





By W. B. Compton 


Crocker First National Bank, San Francisco 


HE loose-leaf system of bookkeep- 
ing is a sacrilege of the ancient 


art of accountancy,” said Mr. 
Plumerton. 

The younger man smiled, for he 
could not be offended by the calm and 
dignified courtesy of the past genera- 
tion. He looked up into the thin, 
ascetic face of the general ledgerkeeper, 
whose adherence to principle, he be- 
lieved, had the Sparton rigor of a re- 
ligious obsession. 

“But, Mr. Plumerton,” he said, “we 
have found it to be both time-saving 
and money-saving on the _ individual 
ledgers. Each bookkeeper handles more 
than twice the accounts, and in less 
time than under the old system. You 
are the only one who has not adopted 
it for your department.” 

Mr. Plumerton made no reply. There 
was no expression on his thin clean- 
shaven face with its close-clipped iron- 
gray moustache and smoothed gray hair 
punctiliously parted on the left side, 
as he stood there tall and straight and 
dignified in a Prince Albert coat that 
smelled of lavender. “If he only knew,” 
he thought, “how I mistrust adding 
machines and the horror I have of the 
unethical loose-leaf system!” 

“Think it over,” said the young 
officer in a kindly voice as he smiled 
and walked away. 

Mechanically, Mr. Plumerton ad- 
justed the “Dark-Eyed Susan” in his 
lapel. ‘For long and faithful service,” 
he reflected, “the officers have indulged 
me in my ideals, but now this younger 
generation—this new blood in the direc- 
torate! This machine age! All the 
years in which I have built up mental 
skill have been wasted! I might as 
well have no brains!” 

Mr. Plumerton appeared punctually 
at the bank each morning with his high 
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silk hat, 


and 
“Dark-Eyed Susan,” and went on with 


gold-rimmed spectacles 


his work as usual. In a few days the 
young officer, accompanied by a direc: 
tor, visited him again. 

“We've been thinking that it will 
lighten your labors, Mr. Plumerton, if 
we give you an adding machine, one 
that adds and subtracts and extends 
balances, and install the loose-leaf sys- 
tem for your general ledger,” said the 
officer. 

“I'm quite satisfied with the system 
as it is, gentlemen. I’ve got along very 
well with it all these years. I don't 
feel that it is beyond me as yet. My 
capacity has grown with the increase 
of business.” 

“But it will reduce your hours of 
labor and make life a little easier for 
you,” said the director. 

“I shouldn’t know what to do with 
myself if I had more time. I like the 
work and the hours are quite satisfac- 
tory,” said Mr. Plumerton. 

“Tt will make for greater efficiency,” 
persisted the new director. “Now, 
now,” he added hastily when he saw 
the expression in Mr. Plumerton’s face, 
“T didn’t mean any reflection on your 
work, which has always been most 
satisfactory.” 

Mr. Plumerton opened the journal 
and showed them a day’s work written 
in by hand, and displayed the daily 
balance sheet showing the condition 
of the bank. 

“It’s like copper plate,” said the 
director admiringly, “not an alteration 
on it. Don’t you ever make a mistake?” 

“*To err is human,’ and I am human, 
gentlemen, but I seldom have to check 
an addition.” 

“It’s pretty work.” The 
looked at him expectantly. 

Mr. Plumerton made no reply. 


director 








The officer and director hesitated and 
looked at each other inquiringly, then 
withdrew. 

Mr. Plumerton continued with his 
work as usual, but his pen would pause 
in moments of reflection, as he cast 
furtive glances over his shoulder and 
sighed. He wasnt surprised when his 
tormentors returned. “Mr. Plumerton,” 
said the officer, “you have shown us 
your work and it is splendid. We have 
nothing but praise for it and admira- 
tion for the manner in which you have 
performed your duties for many years. 
You have the esteem, the respect and 
friendship of the officers and directors 
of the bank. We would not con 
sciously offend you for the world, and 
it is in no sense of criticism or dissatis- 
faction with your work when we ask 
if you will consent to our bringing in 
a demonstrator with a machine and the 
loose-leaf system journal, ledger and 
balance sheet, in order that a demon- 
stration may be made?” 

“You honor me, gentlemen, in this 
courtesy of asking me when you have 
the power to command. Since you 
desire it, I shouldn’t wish to stand in 
your way. At the close of business 
tonight would be a good time. I shall 
have the work all sorted in readiness to 
go through the books.” 

All that day Mr. Plumerton was 
busy sorting the general ledger items 
that came from the various depart- 
ments: cashier’s checks, certificates of 
deposit, certified checks and credit slips. 
At the end of the day the totals began 
tc come in: total checks and deposits 
from the teller, totals from the ex- 
change department and from the for- 
eign exchange, from the clearing-house, 
from the note department, the city and 
county collection department and from 
all the various departments of the bank. 
‘He had everything ready for the dem- 
onstrator from the agency of the loose- 
leaf system who had set up the complex 
electric machine. 

The demonstrator being unfamiliar 
with the detail of the bank, Mr. 
Plumerton told him the title of the 
account for each package of items that 
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he handed him, giving him the balance 
of the day before in order that it might 
be carried forward and included in the 
work. He watched the carriage of the 
machine as it dashed back and forth 
from side to side listing debits and 
credits and extending out balances all 
in one touch of the “total” key. He 
saw the operator's fingers flying over 
the keyboard, which, with its stops and 
checks, looked like the console of a pipe- 
organ. It had a typewriting machine 
attachment. “I might as well try to 
learn to play an organ in a cathedral 
as to learn to operate that machine,” 
he thought, “and all the skill of my 
brain will fall into disuse! My mind 
will stagnate! I won't be anything but 
an automaton!” 

The officer and director watched the 
operation without comment. In an 
incredibly short time the work was 
run through the loose-leaf ledger and 
the demonstrator started the balance 
sheet. In a very brief period it was 
completed, a balance sheet that balanced 
and showed in detail the resources and 
liabilities of the bank. 

Knowing that it would be some time 
before Mr. Plumerton would be finished, 
the officer and director retired when 
he turned to the task of putting the 
work through his journal and taking 
off the balance sheet. He would still 
have to post the ledger, work which he 
had always done the following morning. 
His hands shook as he gathered up the 
packages of items, but when he began 
to write he had steadied himself. 

“You're a marvel,” said the demon- 
strator when he looked at the journal 
and the balance sheet. “It’s pretty 
work and balances to a cent. Your 
figures agree. with mine, but it took 
you five times as long. Speed is the 
word in a bank these days and no man 
can compete with a machine.” 

Mr. Plumerton looked at him with 
drawn face, and worried eyes, but said 


nothing. His tormentors returned, 
watches in hand and smiles on their 
faces. He did not wait for them to 


speak. 
“Gentlemen,” he pleaded, “it is true 
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that the machine is the faster but the 
leaves of any system of accountancy 
should be bound in a book and irre- 
movable, to guard against the loss of 
a page or theft or fraud. Any other 
system is unethical.” 

“That’s all poppycock,” laughed the 
demonstrator, “it belongs to the dark 
ages. The loose-leaf system has been 
adopted by all the modern banks. The 
leaves are locked in a binder as rigidly 
as in a book, and Mr. Plumerton will 
hold the key. As the pages fill up they 
will be transferred to a steel cabinet 
and filed in chronological order, the 
key to which will also be held by 
Mr. Piumerton.” 

“He is right, Mr. Plumerton, 
system is perfectly safe.” 

Mr. Plumerton looked at the loose 
leaves lying on the desk. 

“It doesn’t look like a set of books,” 
he said, “I don’t like the idea. I- prefer 
to go on as I have, if you please.” 

“The system has virtually been in- 
stalled,” said the officer with some 
acerbity. 

“It has been installed,” smirked the 


the 


demonstrator. “We put a fast one over 
on you that time, Mr. Plumerton.” 

Mr. Plumerton remembered that each 
title of an account he had given to the 
demonstrator had been typed at the top 
of the page. He had been duped into 
heading up the loose-leaf ledger and 
had aided in the installation of the new 
system. He looked inquiringly at the 
junior bank officials. Their faces were 
averted. With quiet dignity he put on 
his high silk hat, buttoned his Prince 
Albert coat all the way down and 
walked out of the bank. Arriving at 
his room he went to bed and tossed 
all night, turning from side to side. 
Why hadn't they confided in him in- 
stead of duping him? He had been 
tricked, humiliated, his ideals ridiculed 
and the ethics of accountancy defiled. 
The officers of the bank had used him! 
In the morning his landlady called in 
a doctor. 

A week later the senior officers of 
the bank and the old board of directors 
were honorary pallbearers at the funeral 
of Mr. Plumerton, an old and honored 
employe. 


“The principal risk which a bank runs today is not that of 
the burglar or the sneak thief, although they are operating every- 
where, particularly in the small places; but even in the large cities, 
the sneak thief occasionally manages to make a good haul in broad 


daylight and in a bank using every precaution. 


In one instance 


in Brooklyn, $10,000 was stolen from the cage during the noon 
hour, while the teller was for the moment disengaged. 

“In 328 cases of bank frauds in a single year all but twenty 
were cases of forgery, and the risk in banking today is that of 
the check forger, who either passes bogus checks or raises his 
instruments.” —William H. Kniffin: The Practical Work of a Bank. 





Building Up the Inactive Account 
A Portfolio of Bank Letters 
By ALICE A. KRETSCHMAR 


Author of ErrectivE BANK LETTERS 


HE letter that aims to stimulate an inactive balance requires 

vareful study. If the account has been a desirable one, and 

is still reasonably profitable, it may seem wise to accept its 
present condition and await developments which will permit of 
suggestion in regard to an increased balance and greater activity. 
On the other hand, it may be that a tactful reminder of our 
interest and service may restore to the account deposits which have 
been attracted elsewhere, as this may likewise reveal any cause for 
dissatisfaction. 

An inadequate checking balance presents a problem not so 
easily set aside, since it represents a loss to the bank, which must 
observe considerable routine. in the case of even the smallest check 
to insure that payment will not create an overdraft. 

It may be that the situation can be remedied by suggestion 
which will result in a transfer of funds, or increased effort which 
will steadily earn a larger balance. Perhaps the customer has been 
tempted to another bank and is using this as an accommodation 
account. Possibly his lack of funds is merely temporary and a 
discussion of the circumstances holds an opportunity for building 
goodwill. 

Although a service charge for a balance running below a fixed 
amount in any one month is now common with most banks, it may 
seem advisable with certain accounts to approach the initial charge 
in an educational way, especially where a fairly large deposit has 
steadily dwindled or where known characteristics may suggest this. 
Such handling may in an appreciable number of cases result in 
thought which will forestall the natural sequence of drifting into 
the more serious problem of overdrafts. 


With all considerations in mind, the succeeding letters have 
many suggestions for various circumstances. 

This collection of letters may be regarded only as examples to 
stimulate a higher standard for bank correspondence. ‘They are 
taken from a book to be published this fall. 


251 





THE BANKERS MAGAZINE 


CONSOLIDATED NATIONAL BANK 


Dear Mr. Ashley: 


I am very sorry to realize that we have not 
had the privilege of greeting you in the bank for 
Some time. 


As I find that your account has become 
nominal and inactive, it occurs to me that the 
recent change in your address may have much to do 
with this. If you no longer find our office here 
convenient for you, may I suggest our branch at 
—th Street and ——th Avenue. I shall be glad to 
introduce you to the officers there. 


It has been such a pleasure to serve you 
that we want to do everything possible to keep you 
with us, especially when we may so easily overcome 
any present inconvenience of location. 


Will you call in Some day soon and talk over 
with me some adjustment that will appeal to you 
for the further use of your account? 


Very truly yours, 
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CONSOLIDATED NATIONAL BANK 


Dear Mr. Buick: 


When an active and substantial account 
becomes practically dormant, with balances 
reduced to a nominal amount, it is natural that we 
should wonder whether our efforts to maintain 
efficient and pleasing service have in some way 
miscarried. 


It is with genuine regret that we have noted 
the recent low balances in the account which you 
have had with us for years. Possibly this is only 
a temporary condition, dependent upon renewed 
business activity. But if it is due to any cause 
which should invite our co-operation, we shall 
greatly appreciate an opportunity to learn the 
circumstances. 


We all hope for‘some adjustment by which we 
may enjoy an association which has long been a 
source of pleasure to us and which we want you to 
regard as of distinct benefit to you. We shall be 
grateful for some word from you. 


Sincerely, 
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CONSOLIDATED NATIONAL BANK 


Dear Mr. Corse; 


A few days ago, while glancing through the 
statements of some old accounts, yours attracted 
my attention. I remembered distinctly our first 
meeting in the early (Chamber of Commerce) days, 
and the satisfactory transactions with our bank 


that followed. 


I notice, however, that of late your account 
is becoming less active. I wonder if there is 
anything I can do individually or through the 
facilities of the bank that would be of assistance 


to you now. 


I do wish that you could find it convenient 
to call on me at the bank to have a talk. 


You know I haven't seen you for some time. 


Cordially, 
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CONSOLIDATED NATIONAL BANK 


Dear Mr. Dorr: 


Active accounts which have been carried here 


for a number of years come to be regarded by us as 
our most valuable assets. 


The noticeably lower balances in your 
account during these past few months have natu- 
rally caused us considerable regret, since it had 
been our hope that in the rearrangement of your 
banking connections your long association with us 
would prompt you to continue to carry your princi- 
pal account here. 


I should greatly appreciate your discussing 
with me this matter with which we are concerned 
and hope you will call in when you are next in the 
neighborhood. If an interview at your own office 
would be more convenient, I shall be happy to 
meet you any time you may name. 


Very truly yours, 
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CONSOLIDATED NATIONAL BANK 


Dear Mr. Eames: 


This morning I was very much surprised when 
I learned to what extent you had permitted your 
balances with us to decline. I earnestly trust 
that nothing has occurred in connection with the 
handling of your account to change your favorable 
use of our organization. 


It has always been a source of deep satis-= 
faction to me to co-operate with an old friend, 
and I cannot bring myself to the point of believ- 
ing that you may have decided to curtail in any 
way your relations with us. This is a matter of 
real concern with me and I should indeed welcome 
assurance that it iS your intention to restore 
your account to its previous activity. 


May I hope that you will join me at luncheon 
—say on Monday or Wednesday of next week—when we 
can talk over things of mutual interest and par- 
ticularly present conditions which surround busi- 
ness in general. 


My best personal regards to you always. 


Sincerely, 
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CONSOLIDATED NATIONAL BANK 


Dear Mr. Frazier: 


I am writing at this time because of my 
interest in noting that the average balances of 
both your business and personal accounts have been 
steadily reduced during the past ninety days. 

Both accounts, too, have been inactive during that 
period. 


This condition has not previously existed in 
your twelve years of association with this organ- 
ization; and I am also reminded that until 
recently it has always been our custom to have a 
little chat once each week on the occasion of your 
visit to the bank. 


Will you lunch with me on Wednesday at one 
o'clock, when we can have a comfortable talk 
together and discover whether there is any cause 
for adjustment, or some way which will suggest the 
renewed active use of your account with us? 


Cordially, 
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CONSOLIDATED NATIONAL BANK 


Dear Mr. Graves: 


In looking over our balances for the past 
few months, I notice that your attractive and 
valued account has been reduced very considerably. 


I personally feel rather proud of Consoli- 
dated National service and regret very much seeing 
an old account grow inactive. 


There is nothing in modern bank facilities 
that we cannot make available to you—and you know 
that we are always glad of the opportunity to con- 
Sider your interest and requirements. 


If you are free on Tuesday noon of next 
week, it would please me very much to have you 
lunch with me at the Bankers Club, where we may 
talk the subject over thoroughly in connection 
with your thought and suggestion. 


My personal regards to you until then. 


Sincerely, 





Some Farm Financial Problems 


Bankers Loaning to Farmers Should Know — First, the Man; 
Second, the Land; and Third, the Plan 


By E. D. WoopruFF 


President, California Lands, Inc. 


trade. There is no desire on the part 


HERE is an old saying, “Every 
man to his trade.” I don’t sup- 


pose many bankers have been cast- 
ing longing eyes on the farming trade. 
Banking has always appealed to me as 
an enviable profession. The banker 
generally occupies a position in his 
community to which few farmers can 
hope to aspire. We have always looked 
on him as a safe, conservative, some- 


of any banker or banking group to ac- 
quire farm lands. The bankers have 
undoubtedly done more for the farmer 
than any other group in the country. 
The fact that they now own a great 
many farms is traceable directly to their 
desire to help the farmer. In some in- 
stances, bad judgment was a factor, but 
generally speaking the reason behind 


“My observation is that if there had been more of the real 
hard-headed, tight-fisted old bankers around ready to say “no” 
and stay with it, there would be a great many more farmers tilling 


their own lands today. The banker’s desire to help and co-operate 
in the growth of his community, his willingness to be swayed by 
the judgment or ideas of others, his sympathy for the unfortunate, 
his inability or disinclination to say “no” to his friends and his 
failure to take a firm stand based on his own best judgment are 


some of the reasons why he is engaged in farming activities.” 


times hard-shelled counsellor to whom 
we could confide our problems, finan- 
cial and otherwise, and receive in re- 
turn assistance in one form or another. 

Lately, however, we find the banker 
turning to farming as one of his major 
activities. Farm problems have become 
his problems in a big way. The price 
of wheat, corn, raisins and whatnot 
often mean more to him than security 
prices. Relief for the farmer, about 
which we hear so much, means relief 
‘for the banker. Failure of the farmer 
often has meant, and will mean, failure 
for the banker. 

The banker is not engaged in farm- 
ing because of any desire to change his 


From a recent address. 


most foreclosures is the desire to help, 
resulting in excessive loans. 

We have heard so much of the hard- 
headed, tight-fisted old banker that a 
statement of this sort may well be chal- 
lenged in many quarters. I have had 
an excellent opportunity to observe the 
workings of these farm loans from both 
sides of the question. I have followed 
them from their origin, watched their 
growth and seen their end. My obser- 
vation is that if there had been more 
of the real hard-headed, tight-fisted old 
bankers around ready to say “no” and 
stay with it, there would be a great 
many more farmers tilling their own 
lands today. The banker’s desire to 
help and co-operate in the growth of 
his community, his willingness to be 
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swayed by the judgment or ideas of 
others, his sympathy for the unfortu- 
nate, his inability or disinclination to 
say “no” to his friends and his failure 
to take a firm stand based on his own 
best judgment are some of the reasons 
why he is engaged in farming activi- 
ties. Probably a more vital reason was 
the failure of the banker to assure him- 
self that the borrower could pay off 
the loan from income. Any loan that 
must be liquidated through the sale of 
the security is a bad loan, and many 
such farm loans have been made. 
The banker should desire only that 
his money be put to work for him with 
assurance of return of interest and se- 
curity of principal. Land in itself is 
of no use to him—it is always a source 
of worry and usually an expense. He 
will as a rule go to any length to place 
the land in stronger hands where there 
is reasonable expectation of final recov- 
ery of principal and interest. I know 
that before foreclosure is resorted to 
every possible means of effecting a set- 
tlement is exhausted. If there is any 
practical way to keep the owner on 
the land it is generally tried. Often 
it does not succeed and the already 
heavily burdened property carries an 
added load of postponed interest, tax 
payments and operating advances which 
cannot be met by the returns from the 


land. 


ANALYZING THE TROUBLE 


It is easy to look back over a period 
of years, analyze what has taken place 
and determine the reasons back of the 
existing conditions. It is a simple prob- 
lem in economics. During the period 
from 1910 to 1914, when prices for 
farm products were stable and on an 
even basis with the prices of goods 
which the farmer bought, and when the 
value of farm land was fairly constant, 
loaning on real estate was a compara: 
tively simple matter. Knowing the man, 
his integrity and his farming ability, 
there was no trouble in arriving at a 
fair loan basis. 

From 1915 to 1919 the prices of 
farm products increased by more than 
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100 per cent. as compared with the 


1910-14 levels. The prices of goods 
used by the farmer’s family also in- 
creased by more than 100 per cent. and 
goods used in farming operations in- 
creased by a little less than 100 per 
cent. The ratio between products sold 
and goods purchased thus remained 
practically constant on an even basis. 
Taxes, while increasing during this five- 
year period, did not keep pace with 
commodity prices, and in 1919 were 
only approximately 40 per cent. over 
the 1914 level. The farmer had got 
the jump on the assessor, and during 
this five-year period was able to make 
hay in a big way in what was appar- 
ently to be perpetual sunshine. Land 
values reacted to the general feeling of 
prosperity and by 1919 had increased 
by more than 50 per cent. over the 
1910-14 price levels in California. 
In many sections of that state, and in 
the United States generally, the increase 
was much more pronounced. 

Placing loans during this period pre’ 
sented few problems. Money was plen’ 
tiful and the banker was anxious to 
put it to work. High appraisals of 
today were justified by the sales of to 
morrow. With bumper crops bringing 
maximum prices, returns were received 
which could often have paid off the 
amount of the loan from a single crop. 
Unfortunately, however, the money was 
not used for such a conservative pur- 
pose. Standards of living were raised, 
which, within reason, is of course desir- 
able. However, when we got into the 
two-car Cadillac standard, even the most 
optimistic banker might begin to won- 
der if there might not be a day of reck- 
oning somewhere ahead. More money 
was borrowed and each farmer increased 
his acreage. If 100 acres could bring 
in such marvelous returns, 200 or 500 
would naturally increase these returns 
proportionately. The banks had the 
money—get it and expand. It was a 
fine idea, and it worked—until the 
crash came. 

Everyone was in it. Men who had 
had little or no agricultural experience 
jumped in to get part of the gleanings. 
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It was easy money—not farming in the 
true sense of the word. These men did 
not get back to the soil—they were 
speculators, pure and simple. Their 
time was not spent on the farm but 
in the towns. Cows, hogs, chickens, 
horses were not included in their plan. 
There was no time for any side lines. 
It was a one-crop proposition. If the 
conditions existing in 1919 could have 
by any means been made permanent, 
farming would have become the most 
profitable industry in the country. 
There would have been no farm finan- 
cial problem so far as the banker is 
concerned. Unfortunately, however, 
the day of reckoning was “just around 
the corner” and we did not experience 
the same difficulty in locating this cor- 
ner that we have had in rounding other 
corners of which we have been told. 
Since 1920 the situation has not been 
bright. Prices for farm products have 
dropped from the 1919 high of 210 
per cent. (compared to 1910-14—100 
per cent. level) to a 1932 low of 55 


per cent.—a decline of 74 per cent. On 
the other hand, prices of goods which 
the farmer must buy have declined less 


than 50 per cent. As a result, we find 
that the ratio between products sold by 
the farmer and goods purchased, which 
was even in the 1910-14 period, re- 
mained practically constant during the 
1915-19 period, with same slight ad- 
vantage in favor of the farmer, dropped 
in the period from 1920-32 to 48 per 
cent. In other words, it required more 
than double the amount of farm prod- 
ucts to pay for the goods which the 
farmer must purchase. 

The assessor was, as we have seen, 
slow in starting, but in 1920-21 the 
farmer quickly lost any advantage he 
may have had. From the 100 per cent. 
1914 base taxes mounted slowly to 140 
per cent. in 1919 but jumped to 250 
per cent. by 1925—two and a half 
times the prewar level. Since then they 
have fluctuated somewhat, depending 
on local conditions. We therefore find 
the farmer, with his income cut to less 
than half, paying two and a half times 
as much in taxes. It took five times as 
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many bushels of wheat, pounds of rais- 
ins or boxes of fruit to pay the taxes 
in 1932 as it did in 1914. 

With the decline in commodity 
prices and the sharp increase in taxes, 
real estate values naturally dropped. In 
California the reaction was not so pro- 
nounced as in other parts of the coun- 
try. Nevertheless by 1932 land values 
had fallen to the prewar levels and in 
some instances even lower. 


DIFFICULTIES OF THE FARMER 


It is not necessary to go into the 
reasons behind all these changes in the 
agricultural situation. Suffice it to say 
that the results found the banker in a 
most uncomfortable position. On farm 
loans the value of their security had 
decreased and the demand for farm 
lands, even at the depreciated values, 
had fallen off. It was therefore difh- 
cult and sometimes impossible to liqui- 
date the loans through the sale of the 
property. In a rising market, if the 
banker called the loan, the borrower 
could readily place it in another bank 
or sell at a figure well in excess of the 
loan. In a rapidly falling market this 
was not the case. Farm profits of the 
boom years that had been used for ex- 
pansion or stock speculation or other 
non-agricultural purposes were, of 
course, not available in the emergency. 
The only source of income for the liqui- 
dation of the loan therefore became the 
income from the sale of the farm prod- 
ucts. With taxes requiring five times 
the normal amount of these products, 
goods and supplies used by the farmer 
requiring double the amount and inter- 
est also requiring double the amount of 
farm produce with which to meet it, 
it is easy to see that some delinquencies 
were bound to occur. Sometimes it was 
the butcher, the baker or the hardware 
merchant, sometimes the tax collector, 
but usually the banker, who failed to 
get paid. Advances for taxes or oper’ 
ating costs made to carry the borrower 
through what was hoped to be only a 
temporary depression often had to be 
added to the loan when the operating 
income was found to be insufficient to 








meet the carrying charges. With the 
amount of the loan pyramiding on ac- 
count of delinquencies in interest pay- 
ments and losses against operating ad- 
vances and the value of the security 
declining, a serious condition was bound 
to result. 


THE WORST IS OVER 


We have been through the worst of 
it. Commodity prices are on the up- 
turn. Taxes are coming down, but not 
so much as we should all like to see 
them. When we are able to bring the 
curves representing the prices received 
by the farmer for his products together 
with the prices he must pay for the 
goods he consumes and the taxes he 
must pay, then the farm financial prob- 
lems will be at an end. Recent sales 
of hops, wheat, rice, raisins are all en- 
couraging signs that the dawn for the 
farmer is at hand. 

How, then, may we profit by our 
experience and avoid some of the un- 
pleasantness, heartaches and mistakes 
that we have endured? None of us 
is a prophet. None of us foresaw the 
possibility of such a serious and pro- 
longed depression, and surely all of us 
hope that we will never have to live 
through another. We should, however, 
have our house in order, so that we 
may be in better position to face the 
next depression, which is sure to come, 
as history never fails to repeat itself. 

If I were loaning on farm lands, I 
should first want to know the man; 
second, the land; and third, the plan. 
The man should, of course, be honest, 
serious and a worker, but primarily he 
should be a farmer. Loans to others 
than farmers with farm lands as secu- 
rity border too closely on the specula- 
tive side. 

The land must be capable of produc: 
ing returns over a long period of time. 
The loan will not be paid off in a year 
—probably not for a number of years. 
It is essential therefore that the earn- 
ing capacity of the land shall not be 
impaired during the life of the loan. 
Range and dry-farming lands present 
few problems. Their values vary only 
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with the value of the stock or commodi- 
ties produced. Orchards and vineyards 
present greater difficulties. The first 
question is whether they are planted on 
the right soil and in the right locality 
for each variety. Even when all con- 
ditions are right so many things can 
happen to an orchard or vineyard that 
serious consideration must be given to 
the earning possibilities of the bare land 
with the trees and vines removed. 
Water conditions are a real problem in 
many localities. I have known cases 
where the ground water level has 
dropped from 100 feet to 200 feet in 
the period of a few years. Crops that 
could be raised profitably at the lower 
lifts were a sure loss at the higher lift 
on account of the excessive water costs. 
Pumping plans must be revamped at 
considerable outlay. Wells must be 
deepened or the plantings dependent on 
them abandoned. Intelligent considera- 
tion should be given to all these contin- 
gencies at the time the loan is made. 
Many of them can be seen—the hand- 
writing is on the wall, if we know 
where to look for it. 

In irrigation, reclamation and drain- 
age districts the amount of the bonded 
debt is important. The physical fea- 
tures, the management, its permanency, 
all are factors. The character of all the 
land in the district is important. Des- 
pite the fact that the land under your 
loan may be the finest, if there is a 
large percentage of poor land within 
the district which cannot bear its pro- 
portionate burden, your good land may 
be saddled with a greater load than 
even it can bear. 





IMPORTANCE OF “THE PLAN” 


The plan is the last of the factors 
to be given consideration but by no 
means the least. On it, in many cases, 
depends the success or failure of any 
agricultural venture. Even an honest, 
hardworking farmer on a first-class farm 
may fail if his plan of operation is 
not an intelligent one. Crop rotation, 
fertilization and diversification should 
be followed. Continual drain on the 
fertility without any offsetting replen- 
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ishment can bring only one result. No 
soil can produce maximum irrigated 
crops year after year without some help 
from the farmer. Cover crops, manure 
or other sources of plant food must be 
part of the plan. Diversification means 
getting the most out of the land, but 
it also means more work for the farmer. 
Instead of relying on a single crop the 
plan should contemplate a number, thus 
dividing the risk. Weather conditions, 
frost, heat, pests, may eliminate one 
crop entirely, but, with diversification, 
the other crops carry the load. Farm- 
ing, like any other industry, can only 
be expected to yield a fair return on 
the money invested plus a fair compen 
sation for the labor expended. On a 
single crop grain ranch the farmer ac- 
tually works about three months in a 
year. On a diversified ranch, with side 
lines of cows, hogs and chickens to pro- 
duce food for his family and produce 
for the market, he and his family 
have all-the-year-round employment and 
should and will receive compensation 
proportionate to their labors. When 
the farmer buys his milk, butter, eggs, 
vegetables, canned goods and meat in 
town he has no proper farm plan. He 
may be living on a farm, but he is not 
a real farmer. When times are good 
he may get by, but with falling prices 
his failure becomes apparent. 


IMPORTANCE OF ORDERLY LIQUIDATION 


I have tried to give you my ideas of 
the important factors affecting the suc- 


cess or failure of the farmer. They 
were factors over which the farmer 
himself exercised primary control. 
There is one other important factor 
bearing on the farmer’s success over 
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which the banker can exercise primary 
control. That is the orderly and rea- 
sonable liquidation of the loan. There 
are always lean years and fat years in 
agriculture as in any other industry. 
When the manufacturer has a good 
year he puts away a fund for bond 
retirement, depreciation and contingen- 
cies. When the farmer has a good year 
he is too apt to splurge and when the 
lean years come no fund is available to 
tide him over. Many a good farm has 
been lost because of unwise investment 
of the profits that should have gone 
toward the repayment of the loan. The 
banker is in a position to supply the 
business acumen which the farmer may 
lack and, if he exercises proper super- 
vision, should see that the good years 
help carry the lean ones; that princi- 
pal retirements are made when money 
is plentiful, so that when money be- 
comes scarce leniency may be shown 
without endangering the loan. The 
banker should make the farmer realize 
that the loan is not to be a permanent 
capital investment but is an advance 
that must be repaid from the farm earn- 
ings. Until it is repaid the banker and 
the farmer are partners in a business 
enterprise and should follow the sound 
business practice of building up a sur- 
plus whenever possible to care for the 
emergencies which always arrive. 

The farmer and the banker both have 
their problems. A closer understand- 
ing on the part of each would be mu- 
tually helpful. Time which the banker 
may put in learning the farmer’s prob- 
lems and helping him solve them will 
yield dividends to both. In this direc- 
tion lies the solution of some of our 
farm financial problems. 
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In the Administration of Personal Trusts 


By CUTHBERT LEE 
Former Trust Supervisor, Guaranty Trust Company of New York. 


r | ‘RUST beneficiaries are more apt 
to regulate their financial lives in- 
telligently than the generality of 

people, but some of them are careless 

and others downright shiftless. One of 
the crosses a trustee has to bear is the 
beneficiary who always overspends his 
income and is continually writing, tele- 
phoning, telegraphing, cabling or calling 
in person to collect his June income at 

9 a. m. on June 1, or on May 30 or 

29, if not indeed May 1. In determin- 

ing its policy regarding payments to 

such a beneficiary the trustee must con- 
sider first what are his actual rights. 

The beneficiary often thinks of the 

trustee as an agent who is collecting for 

him “his” interest and dividends, and 
he often writes, “Send me the interest 
on my Atchison bonds.” This is of 
course a false conception; the beneficiary 
is not entitled to any dividends or inter- 

est as collected by the trustee; the divi- 

dends and interest collected constitute 

a fund of gross income, and the bene- 

ficiary is entitled only, after allowance 

has been made for all expenses and the 
trustee’s commissions, to receive pay- 
ments from the resulting fund represent- 
ing net income, in the amounts and at 
the times stipulated in the agreement. 

Where there are no expenses, or the 
expenses are paid simultaneously with 
collection, and where the trustee deducts 
its commission for receiving and paying 
income from each income payment when 
and as made, or after the trustee has 
received sufficient cash to cover its com- 
missions on the amount of income to 
date, an amount of net income is avail- 
able at once as soon as a given interest 
payment or dividend is received. 

When net income is available it is 
immediately the property of the bene- 
ficiary, and the trustee is obliged, unless 
restrained by terms of the agreement, 


to pay it out on request as soon as it 
is reasonably possible to do so. To ful- 
fill its legal obligation and to maintain 
a deserved reputation for being oblig- 
ing and rendering punctual and satis- 
factory service, the trustee in such cases 
should send off a net payment by some 
means just as soon as the gross amount 
of the collection is in its hands. Further 
than that the trustee 1s unwise to go; 
namely, it should not advance payments 
of income not yet received. 


ADVANCE PAYMENT RISK 


Not only would the trustee by such 
advance payment establish a precedent 
which would thereafter be continually 
abused for years to come, but also the 
trustee would risk never being reim- 
bursed for the advance. To make a 
simple demonstration, let us suppose 
that the principal consists of bonds 
which pay interest on June 1 and 
December 1. On July 1 the beneficiary 
asks for the payment of $3000 normally 
made to him on December 1, and the 
trustee makes the payment. On August 
1 the beneficiary dies. Without taking 
commissions into account, the estate of 
the beneficiary would have been due to 
receive $1000, or two months’ interest, 
which the trustee can possibly withhold 
to reimburse itself in part. The balance 
of the advance, amounting to $2000, 
will probably be a total loss to the 
trustee, especially if, as is likely, it has 
been spent by the beneficiary and his 
estate has no net assets above its lia- 
bilities. 

The yield on certain investments re- 
quires special ‘calculation to determine 
the amount which is income. When an 
acceptance is purchased as an invest- 
ment and held to maturity, the discount, 
namely the difference between the 
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amount paid which may be regarded as 
the cost and the par value received, is 
income. The balance of the amount 
received may be regarded as the selling 
price. Similarly, if the acceptance is 
not held to maturity but is sold, i.e. 
rediscounted, at the same rate of dis- 
count, the difference between the 
amount paid and the amount received 
is income. 

When an acceptance is not held to 
maturity but is rediscounted at a dif- 
ferent rate of discount, the difference 
between the original discount and the 
discount at the same rate from the day 
after the date of rediscount through the 
date of maturity is the amount of in- 
come. When this amount has been 
credited to income out of the proceeds 
of rediscount, the balance of the pro- 
ceeds of rediscount is credited to princi- 
pal. The amount by which this balance 
exceeds or is less than the original 
amount paid is profit or loss on the 
investment. 


ACCRUED INTEREST 


When the trustee purchases a bond 
between the dates on which the interest 
is regularly payable, it must of course 
pay to the seller the interest accrued, 
namely interest, at the rate borne by 
the bond, from and including the last 
interest payment date through the day 
before delivery to the purchaser. The 
amount of this accrued interest is 
charged to the income account of the 
trust. 

Clients without financial experience 
have great difficulty understanding the 
handling of accrued interest, and when- 
ever possible it should be explained to 
them early in the life of the trust, 
because otherwise they are apt to feel 
that they have in some way been mis- 
treated when they note the debits for 
accrued interest in the first income state- 
ment rendered. Complaints have been 
made by such clients that the trustee 
was making unwarranted charges, be- 
cause they have imagined that the 
amount so paid out of income went to 
the trustee; or they have accused the 
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trustee of “losing” through expenditure 
part of their income, not realizing that 
the payment of accrued interest to the 
seller of a bond is a correct and uni- 
versal practice in the American financial 
markets and one which the trustee 
would be utterly powerless to change. 
In the latter case they have probably 
failed to understand that the subsequent 
collection and credit to income of the 
interest payment for the full period 
includes an amount equal to the amount 
of accrued interest previously paid out, 
so that the two amounts cancel each 
other. 

In the reverse circumstance, on the 
sale of a bond, the inexperienced client 
is again apt to be puzzled as to why, 
at a date which is not one of the usual 
interest paying dates of the bond, his 
income account is credited with interest 
on the bond, and in a sum less than 
he “should receive.” This is after all 
a perfectly natural ignorance of a de- 
partment of activity with which the 
non-financial client can usually have 
had no opportunity to familiarize him- 
self, and the trust officer who has failed 
to realize this handicap of such a client 
and to overcome it by tactful free 
instruction may later have not only to 
explain but to soothe injured or angry 
feelings as well. 

A practical difficulty which the pay- 
ment of accrued interest often causes 
is the creation of an overdraft in the 
income account when there is no bal- 
ance or an insufficient balance to cover 
the debit. A trust is not a business, 
and under the body of custom and law 
which govern its administration there 
is no specific provision for a reserve 
fund to be constituted out of income 
to take care of cash needs in the opera: 
tion of the trust. If principal funds 
are left uninvested the trustee subjects 
itself to the risk of censure and sur- 
charge. Purchases must be made when 
money is on hand in the principal ac- 
count and the security chosen is avail- 
able, and the investment of principal 
cannot be delayed for lack of money 
in the income account. The bank or 
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trust company which is acting as trus- 
tee therefore feels obliged to advance 
the money to income account from its 
own funds, and considers itself justified 
in charging the income account with 
interest at the prevailing rate on the 
amount advanced, as a necessary ex- 
pense of the administration of the trust. 


ENTRY IN THE ACCOUNTS 


It is the practice of some corporate 
fiduciaries to make no entry of the 
amount of interest charged on over- 
drafts in income (or principal) account. 
Instead the amounts of interest allowed 
on positive balances are reduced by the 
amount of interest charged, and the sole 
entries to income are the resulting net 
credits. Hence in an accounting there 
is also no mention of any interest 
charged on overdrafts. The better prac- 
tice of other corporate fiduciaries is to 
credit income with the amounts of in- 
terest allowed on cash balances, and to 
enter a specific debit of the amount 
charged to the trustee by the bank or 
trust company for loans in the form of 
overdrafts in the income account. In 
an accounting these amounts paid out 
of income are shown in the schedule 
of income disbursements in the ‘“F” 
series. 

Whether an overdraft is caused or 
not, the necessary payment of accrued 
interest often reduces or postpones an 
income payment to the beneficiary. 
Even a beneficiary who is also the 
grantor and who in addition directs 
investment purchases has been known 
to overlook this possibility and to show 
surprise or resentment at the resulting 
temporary cut in income paid to him. 
How necessary then it is in all cases 
to make clear to the beneficiary, and 
also to the grantor who has undertaken 
to provide for an income in fixed 
amounts on given dates, that the con- 
tingency mentioned may take place at 
the beginning of the trust when a prin- 
cipal fund including much cash is being 
invested, or at any time later when 
changes of investments involving pur- 
chases of bonds are necessitated. 

The purchase and sale of common 
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and preferred stock in the open market 
involve no payments or receipts of ac- 
crued income, but preferred stock may 
be offered for original subscription with 
a charge or credit for accrued dividend 
as an adjustment. When a charge is 
involved one must be careful to debit 
income with that part of the payment 
to the issuing company which repre- 
sents the accrued dividend. A more 
likely cause of error is the case where 
a credit is allowed for accrued divi- 
dend, and the amount paid the com- 
pany is thereby reduced. The easy, 
and frequent, mistake is to consider the 
amount paid to the company as the 
cost of the stock. On the contrary the 
trustee’s books should show a debit to 
principal of the whole of the purchase 
price and a credit to income of the amount 
of the accrued dividend. As the whole 
amount of the check sent to the issu- 
ing company is neither of these figures 
but the difference between them, if it 
were drawn directly against the prin- 
cipal account the check stub would 
make an awkward entry. Obviously 
therefore the check can more conven- 
iently be drawn against a clearance 
account, to which the credit and debit 
offsetting the above two entries can be 
made. 


WHEN INTEREST IS NOT INCOME 


It is not always true that interest, 
or what bears the name of interest, 


is to be regarded as income. It has 
been held for instance that when the 
borrower offers in exchange for a bond 
which it calls, another bond bearing in- 
terest at a lower rate together with a 
payment of several months’ interest at 
the old rate, the extra interest is in 
part a bonus which is principal. In 
the case mentioned here interest at the 
old rate until the maturity of the old 
hond was held to be income, but the 
excess of payment of interest at the 
old rate, beyond the call date of the 
old bond, over the rate being paid on 
the new bond was held to be principal. 

When a bond on which the interest 
is in default is purchased with past due 
coupons attached, and subsequently 
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complete or partial interest payment is 
made, any payment on account of in- 
terest represented by coupons which 
were past due on the date of purchase 
is to be treated as principal. Likewise 
if other bonds, scrip or anything ex- 
cept cash is distributed in lieu of cash 
payment of such interest, such a dis- 
tribution is principal to the trustee. 

As a rule payments to the trustee 
from outside sources are principal, but 
their ready assignment to principal or 
income is not always easy. For ex: 
ample, a trust agreement gave the trus- 
tee securities as listed and “all funds 
which may be payable to the grantor 
from any source whatever,” and went 
on to say, “to hold, invest and rein- 
vest” “and to pay the income there- 
from to” the beneficiary. One of the 
sources of funds was an outside trust, 
the income from which was payable to 
the grantor of the trust under discus- 
sion, and was regularly paid to the trus- 
tee of the latter. 

These amounts received were per- 
fectly clearly fixed as principal by the 
wording of the agreement just quoted. 
For fifteen years this simple fact com- 
pletely escaped recognition by every- 
one connected with the trust depart- 
ment until a comparatively new man 
in the administration, when asked by 
a routine clerk to what account the 
latest payment received should be cred- 
ited, unhesitatingly designated princi- 
pal, and was astonished to find that 
some $50,000 of such past principal 
had been credited and paid out as in- 
come. 

The result was a hasty conference, 
the happy discovery that all parties ap- 
proved the course pursued, and a court 
account proceeding during which no 
objection was raised, with a decree ap- 
proving the trustee’s account. It goes 
without saying that if there had been 
a hostile remainderman, and if the bene- 
ficiary had been requested and had re- 
fused to return fifteen years’ income 
from the outside trust—long since spent 
—the trustee would have been charged 
with the receipt of $50,000 of princi- 
pal which it could not show as on hand, 





THE BANKERS MAGAZINE 






and would have 
charged with the entire amount. 


properly been sur- 


INCOME FOR INFANT 


One of the practical advantages of a 
trust is that the agreement may pro- 
vide for the payment to an adult mem- 
ber of the family of the income des- 
tined for the welfare of a beneficiary 
under legal age, or instruct the trustee 
to apply income for his benefit; and in 
neither case is any court action neces- 
sary. If, however, the agreement makes 
no such provision, and the parent, 
guardian or other person in charge of 
the minor judges that it is necessary 
to spend part or all of the income for 
the minor’s maintenance, comfort or 
education, that person is obliged to pre- 
sent to the court a petition for the 
allowance from income of the required 
amount. 

The terms of the ensuing decree must 
be followed exactly, and, if it specifies 
the amount allowed as for a stated pe- 
riod such as the calendar year or the 
fiscal year of the trust, the trustee must 
pay no more than the amount fixed 
and all its payments making up that 
total should be made within the named 
dates. An unexpended balance from a 
previous period should not be carried 
over and paid out in the period cov 
ered by the new decree unless the terms 
of the decree permit it. 

When the trust agreement provides 
that income is to be accumulated for 
an infant beneficiary until his majority, 
all amounts of gross income received 
are credited to the income account. The 
provision does not mean that the trus- 
tee is to add income to principal. 
Neither the infant nor his guardian, 
nor the grantor nor any other person, 
has the right before the infant becomes 
of age to*authorize the addition of in 
come to the principal account. Later, 
when the infant has come of age and 
has received the accumulated income, 
he may add it to principal if he so de: 
sires. 

When the agreement instructs the 
trustee in some such words as: “to 
receive the income thereof and to apply 
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the net income, rents, issues and profits 
realized therefrom to the education, 
use, support and maintenance of” or: 
“to pay and apply the income for the 
benefit of” a named beneficiary, this 
means that the trustee is not to pay 
the income to the beneficiary, whether 
minor or adult, but is to spend money 
for the beneficiary, namely to obtain 
and furnish to the beneficiary the things, 
services, lodging, sustenance, instruction, 
etc., required by the terms of the agree- 
ment and to pay for them. 


APPLYING INCOME 


The trustee can do these acts itself, 
that is, by an officer or employe, or by 
means of a member of the family, com- 
panion, nurse or the head of a school, 
as long as such person is a direct agent 
acting under the trustee’s instruction; 
but the trustee cannot delegate its au- 
thority or duty to another than itself. 
A natural assumption is that where 
there is a guardian the trustee may pay 
the income to him and allow him to 
apply it. This has been held to be an 
unwarranted delegation of the trustee’s 
duties, and the trustee has been forced 
to prove that any money so paid was 
properly applied to the use of the bene- 
ficiary, and threatened with surcharge 
if any of it was otherwise used, or if 
any of it was taken as part of the com- 
missions to which the guardian would 
normally be entitled. 

Another point to consider, when the 
trustee is to apply income, is how much 
of the income to use, particularly in 
a trust under an agreement which spe- 
cifically gives the trustee discretion. In 
the usual trust in which it pays income 
direct to the beneficiary, the trustee pays 
out all the net income. It does not 
follow that it can do so where it has 
the duty of applying income at its dis- 
cretion. Such a trustee which paid over 
all the income for the benefit of a bene- 
ficiary who had other means sufficient 
for all needs has been surchanged the 
entire amount. 


HANDLING TAX RESERVE 


The trustee must often reserve from 
the income account (and occasionally 
from principal) an amount for income 
and other taxes, all or part of which 
may or may not have actually to be 
paid by the trustee when taxes are final- 
ly determined. It is an example of how 
many trust operations have never been 
properly thought out, that one institu- 
tion for years handled the matter in 
the following way. A debit of the 
amourt was made to the income account 
of the trust, the entry reading, “Trans- © 
ferred to Federal Income Tax Reserve 
Account” (an account outside and sep- 
arate from the trust); and the income 
statement rendered showed the same 
entry. When the tax was paid a check 
was drawn against the reserve account. 
Consequently no statement, and no 
ledger account of the trust, ever con- 
tained any record of the tax having 
been paid. Anyone examining income 
statements of the trust might guess that 
the tax had been paid, or was equally 
justified in assuming that the reserva- 
tion had proved to be wholly or in part 
unnecessary and the amount not paid 
had been forgotten or through error not 
put back in the income account. 

The procedure was eventually cor- 
rected, so that when the tax is found 
to be payable or not payable the amount 
is transferred back from the reserve into 
the income account, the entry reading, 
“Re-transferred from Federal Income 
Tax Reserve Account.” If the tax is 
found to be payable the check is prop- 
erly drawn against income with the re- 
sulting entry, “Check to order of Col- 
lector of Internal Revenue, Federal In- 
come Tax for Year 1936.” There is 
thus what should result from any rec- 
ord, a picture of what actually took 
place. Obviously the transfer entries 
to and from reserve, which cancel each 
other as an equal debit and credit, must 
be disregarded in calculating the amount 
of income received and paid on which 
to take commissions. 
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sioned us worry, the loss of some: 
thing far more difficult to restore, 
namely, morale, should occasion gen- 
uine alarm. There has been unques- 
tionably an adverse change in the moral 
code in business relationships. This is 
a phase of the mortgage situation which 
has become serious. To those concerned 
chiefly with matters financial this phase 
of our present difficulty may appear 
irrelevant. But the words of Francis 
P. Garvan of Yale University are in 
point here: “It is not the fair play 
taught in sports when leading bankers 
say that they are responsible for nothing 
except money.” We should be inter- 
ested in the moral issues of business, and 
we are. 
Here are some indications of the 
moral trend in our mortgage situation: 
1. There is a distinct lowering of 
moral ideals. Great pressure has 
wrought this. We have always had 
evasion of obligations to a degree, but 
today this is not only intensified, but 
is lightly treated and sometimes even 
condoned. Tenants treat leases as 
scraps of paper and have no regard for 
the sacredness of their written obliga- 
tions. Mortgagors do not hesitate to 
withhold payments of interest and taxes 
in an effort to enforce concessions not 
always justified. Financial institutions 
are confronted with a demand for mort- 
gage money backed by excellent securi- 
ty, and are forced to decline because 
the needed funds cannot be obtained 
‘save by demanding payments from ex- 
isting borrowers whom they have no 
desire to embatrass. What is the re- 
sult? The would-be borrower blames 
the banker for not being helpful. The 


[ the shrinkage in values has occa- 


From a recent address. 


beneficiary for whom the banker acts 
condemns the banker because of his 
lenient attitude toward the borrower. 
The mortgagor who is not pressed for 
payment of principal adds his mead of 
censure because he has not received 
other concessions. No one is ever wrong 
except the banker. He is never right. 
There is no fair play in this attitude. 

2. There is a distorted vision of 
moral rights. This is occasioned by the 
shrinkage or disappearance of equities. 
The owner whose property does not 
pay its way decides that the loss of both 
principal and interest should be borne 
equally by himself and the holder of 
the first and second mortgages. There 
is in this attitude a forgetfulness of the 
order of things. The first mortgagee 
was given a prior claim to the security 
and its earnings when the debt was 
created. There was no question or mis- 
understanding about this originally. The 
second mortgagee came next in order. 
He ran a greater risk and was compen- 
sated often by a higher rate of interest 
and sometimes by amortization of prin- 
cipal. The moral distortion lies in the 
fact that, when values were increasing 
and income substantial, the first mort- 
gagee was never a partner in the prof- 
its, nor did he expect to be. We have 
learned only how to win, but not how 
to lose. It is true that the pressure of 
adversity has never been so great as 
now, but the effect does not reflect great 
credit upon our educational methods of 
training in moral conduct. 

3. The growth of enmity of borrower 
against lender, culminating in vindic- 
tiveness which sweeps aside every con- 
sideration of what is right and fair. The 
thing itself is not new, but it has been 
unusual in our civilization. It is the 
ultimate stage in the moral breakdown 
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and demands the consideration of 
thoughtful people. It exhibits itself in 
studied effort to secure every advan- 
tage by financial default, subterfuge, 
bankruptcy, neglect of property, and 
often in wanton destruction. Vandal- 
ism is so rife that one is amazed that 
such conditions could obtain in a po- 
liced community. Such destruction of 
property is purely vindictive, and is not 
occasioned by the desire for loot. It 
is the expression of antipathy against 
the owner of tangible property. It is 
unreasoning, or its perpetrators would 
realize that their acts are driving poten- 
tial investors in mortgages out of the 
market. This moral decadence repre- 
sents by far the most serious loss the 
country has suffered in the past three 
and one-half years. The much maligned 
copy book of school days, which ex- 
tolled the homely virtues, might be good 
medicine today. 


THE BRIGHTER SIDE 


However, there is a brighter side. 
The man who, having tasted the sweets 
of luxury, and having lost all, chooses 
not the easiest way out, but still holds 
up his chin; the boys and girls at school 
and college, unaccustomed to count 
their pennies, who, in the midst of un- 


expected family adversity, close their 
hooks and come home to share the bur- 
den; and the wives who, often in ig- 
norance of financial matters until the 
intelligence of sudden poverty deals its 
stunning blow, have uncomplainingly 
surrendered their personal treasures and 
kept smiling instead of chiding—these 
have held aloft the torch that all might 
see there is something that financial dis- 
aster cannot destroy. Those who have 
faced with courage the cruel irony of 
these days, and have realized that an- 
other day will surely dawn when an 
unsullied record will open the path of 
reconstruction for them, are the ones 
who will come back in a material sense. 
Every such man or woman is our best 
assurance that there will be a rebirth 
of the tested moral standards of the 
ages, and he reincarnates something of 
the spirit of that noble character so 
aptly pictured by the historian Motley 
when he says: “He went through life 
bearing the load of a people’s sorrows 
upon his shoulders with a smiling face. 
“a The people were grateful and 
affectionate, for they trusted the char’ 
acter of their ‘Father William.’ As long 
as he lived he was the guiding star of 
a brave nation, and when he died the 
children cried in the streets.” 





“It may be asked why a large trust company in Wisconsin, 
where fees are very low, can take business of the same size as a 
comparable trust company in Illinois where fees are much higher. 
The answer is that the operating expense of a trust department can 
be adapted to fit the income and can be made to vary within 
rather wide limits without appreciable effect upon the excellence 
of the service."—T. T. Weldon: New Business for the Trust De- 


partment. 
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As Others See Our Great Experiment 


HILE there is nothing in the 
least degree resembling a press 
censorship in this country, no 


doubt the expression of opinion regard- 
ing the National Industrial Recovery 
Act is restrained to a large degree be- 
cause of the practically unanimous wist 
for its success. It is therefore regarded 
as of interest to see how our experiment 
is looked at where this restraint does not 
operate. The following quotations are 
from recent issues of The Statist and 
The Economist of London. It cannot 
justly be said that either of these <epre- 
sentative economic weeklies is unfriendly 
to the United States. 


FROM THE STATIST 


How far this scheme will actually 
succeed remains to be seen, because 
if costs of production are raised suf- 
ficiently to offset the rise in prices it 
follows that production will again re- 
cede. If this should happen, then a 
further rise in prices may become neces- 
sary, but it is hoped that in the mean- 
time a genuine impulse will have been 
given to industry by increased purchas- 
ing power. It is to be hoped this will 
in fact result, but it is difficult to escape 
the conclusion that the results of Presi- 
dent Roosevelt's experiment will not 
cease when the period of experimenta- 
tion is over. Particularly is this the 
case in regard to the American capitalist 
system, which, even after the depression 
is past, will find it impossible to get 
back to its original state. The new 
capitalism that is dawning in the United 
States may herald better things, but we, 
in this country, may at least feel grati- 
fied that, if less was expected of our 
system, at any rate it has withstood the 
forces of an overwhelming depression 
without the necessity of any such radi- 
cal transformation as now seems to be 
taking place in America. 

.- +2 


Now, one of the complaints in the 
history books which we read in our 


youth regarding medieval England was 
that the Plantagenet governments after 
many disastrous wars clipped the cur- 
rency in order to make money go 
further. Now we would ask, Is there 
any real difference between the infla- 
tionary policy which the United States, 
primarily, and all other countries, to 
some extent, seem determined to embark 
upon and the old Plantagenet device of 
clipping the old silver pound until it 
became merely token money? It goes 
without saying that we of the press 
have no desire to depreciate the press. 
But it is exceedingly difficult, after a 
life’s study of money matters and of 
trade, to believe that prosperity can 
be restored by the printing press. Presi- 
dent Roosevelt and his advisers would 
reply that they have not the least inten- 
tion of doing more than trying to stimu- 
late industry with the printing press— 
that they do not require to be told that 
the creation of unlimited notes would 
ultimately recoil upon those who created 
them. What they are aiming at is a 
controlled currency. Is it possible of 
achievement? History, we think it will 
be admitted, is against them. On the 
other hand, it is contended that the posi- 
tion of the United States as a trader 
and a money lender is so exceptional 
that it is quite futile to cite precedents 
from countries where anything like 
comparable conditions do not exist. The 
United States holds, even yet, something 
like one-third of the total estimated gold 
currency of the world, which, as, no 
doubt, the reader knows, is about 
£2,300,000,000. Moreover, except for 
luxuries, like silk, coffee and, if one 
likes, jute, the United States, with her 
present population, is virtually self-sup- 
porting. For the sake of argument we 
will admit, for the moment, although 
we will not say that we are in the least 
convinced, that the position of the 
United States is so exceptional that it 
is difficult to cite precedents which will 
adequately meet the case. Assuming, 
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then, that the President, having depre- 
ciated the value of the dollar and, con- 
sequently, lowered real wages and real 
prices compared with the level at which 
they stood when the President and his 
advisers embarked upon their policy, 
suddenly says, “Thus far shalt thou go 
and no farther.” What is to happen 
then? Surely, a break in prices as alarm- 
ing as that which brought about the 
crisis, unless, indeed—which is hardly 
conceivable—the President contemplates 
turning the whole productive power of 
the United States into something com- 
parable with one gigantic wheat pool to 
be doled out as and when the United 
States Government may think it expedi- 


ent. 
* * * 


It will be seen that there is no vital 
part of industrial management—prices, 
wages and hours—which escapes regu- 
lation. It is true that the acceptance 
of these conditions is voluntary, but 
the appeal made by the President for 
the “co-operation which comes from 
opinion and conscience” is expected to 
exert a powerful social pressure. The 
pressure involved in the display of a 
badge by employers who have signed 
the code will be enhanced by the pro- 
vision in the code relating to patroniz- 
ing establishments which have signed 
and generally it is expected, by means 
of active propaganda, to work up an 
enthusiasm similar to the kind of pa- 
triotism exhibited during war time. 

If the American capitalists are, as it 
appears, to be worked up into a state 
of enthusiasm when they will sign, if 
not their own death warrant, at least 
their virtual abdication of the throne 
of industry, it is important to know, 
since the effects of this movement will 
not end on the other side of the 
Atlantic, what it is expected it will 
accomplish and what are the prospects 
of success. It is probable that the 
American industrialist has been reduced 
by the depression to the state where he 
feels it would be better to have semi- 
socialization and some profits than no 
profits and unlimited individualism, and 
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at the moment the fear undoubtedly is 
that the promised measures of price 
raising will fail to sustain a genuine 
revival in consumer demand. 

* *& * 


It is stated that the Administration 
expects to find employment for half of 
the 12,000,000 at present unemployed 
by next September. The stupendous 
nature of this undertaking, with the 
general aims of which none can quarrel, 
should not be allowed to obscure some 
of the doubtful points in it. In the first 
place, it reverses what is understood 
as the ordinary process of restoring 
business activity by reflation. The ordi- 
nary process of reflation, broadly speak- 
ing, works through higher prices, in- 
creased profits, additional demand for 
labor and, finally, greater general pur- 
chasing power. The Roosevelt scheme 
commences by creating an artificially 
greater demand for labor, thereby hop- 
ing to work through generally increased 
purchasing power to higher prices and 
larger profits. The problem, it will be 
seen, is one of giving the initial impulse. 
In the ordinary course of inflation this 
is given by higher prices, but by the 
Roosevelt scheme it is expected to attain 
it by an enforced demand for additional 


labor. 
* * * 


The problem arises at this point as 
to where the resources for the—in effect 


-—higher wages are to come from. 
Possibly there are a great many large 
concerns which are capable of meeting, 
for five months, the higher wages thus 
demanded, either out of their own re- 
sources or out of advances from banks, 
but there must also be innumerable 
small concerns to which the course sug’ 
gested would be fatal. Will the few 
large concerns which can manage it be 
able to push open the door of prosperity 
against the dead weight of the small 
ones which cannot, and which must 
either refuse to sign or go under? 
Further, what assurance have indus- 
trialists that the gamble they will be 
compelled to make will, even if it is 
successful, bring back a commensurate 





Ts is the first published statement of 
condition of The National Bank of Detroit— 
which was established on March 24, 1933. 


As of the close of business June 30th, 1933 


RESOURCES 


Cash on Hand and Due from Other 

Dee. 3-6 4 - $ 43,867,952.62 
United States Govern- 

ment Securities . . 54,843,139.61 $98,711,092.23 
Bonds other than U.S. Government. . 3,141,619.65 
Stock in Federal Reserve Bank. . . . 675,000.00 
Loans and Discounts. . .... =. 77,637,585.28 
Overdrafts . <0 11,718.80 
Accrued Interest Receivable—Net . . 887,891.75 
Customers’ Liability under Acceptances 3,540.00 


TOTAL RESOURCES. . . . . . $181,068,447.71 
LIABILITIES 


Deposits — Commercial, Bank and 
Savings. . . . . $150,360,667.39 
Public Deposits secured 
by pledge of U 
Government Bonds: 
Treasurer — State 
of Michigan. . 1,277,998.04 
U. S. Government 3,808,245.12 
Other Public Funds 172,723.81 


TOTAL DEPOSITS . . . . . $155,619,634.36 


Bills Payable and Rediscounts . None 
Capital, Surplus and Undivided Profits 25,207,199.05 
Reserve for Expenses and Dividends . 238,074.30 
Liability under Acceptances . . . . 3,540.00 


TOTAL LIABILITIES .. . . . $181,068,447.71 


The 


NATIONAL BANK 


OF DETROIT 
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return equivalent to the expenditure on 
higher wages? If the scheme is not 
successful or does not bring in a com- 
mensurate return, will not the indus- 
trialists be in an infinitely worse position 
than before, having accepted a code 
of industrial regulations from which it 
will be difficult to withdraw? What, 
in effect, is being attempted is a so- 
cialistic transference of income between 
classes on a scale and by a method such 
as we have never seen before except 
perhaps in war time. In the face of 
the unparalleled nature of this experi- 
ment it is obviously impossible to fore- 
cast its success or failure as an attempt 
to start business going again; but some 
doubt may be expressed as to the ulti- 
mate economic wisdom of tying up 
industry in the masses of red tape with 
which it is threatened. We see no 
reason to doubt that the ordinary 
process of reflation would eventually 
have restarted business activity, but 
herein lies President Roosevelt's diffi- 
culty. This rise in prices in the United 
States so far has not been the result 
of inflation, of which there is no trace 
of evidence beyond the abandonment of 
the gold standard. It follows, therefore, 
that prices have risen on speculation 
regarding the extent of the ultimate 
devaluation of the dollar. Similarly, 
without the substantial support of in- 
flation, prices could again fall, as has 
been demonstrated by the recent break 
in the commodities and securities markets, 
and the chief safeguard against this con- 
sists in the inauguration of an active 
policy of inflation or the legal devalua- 
tion of the dollar. It seems clear that 
President Roosevelt is unwilling to em- 
bark on these processes, chiefly because 
of their finality, and because they would 
deprive him of the value of “the card 
up his sleeve” which he may still play 
as a last resort in internal and external 
affairs. Consequently, it may be pre- 


sumed that he has chosen the present 
tortuous (if doubtful) way of achieving 
the same end on the assumption that if 


the code does not succeed then inflation 
will. 


But by then the American em- 





THE BANKERS MAGAZINE 





ployers who have signed themselves into 
the arms of bureaucracy will have some 
reason to regret that the simpler plan 
was not followed first. 


FROM THE ECONOMIST 


Mr. Roosevelt has been fortunate 
enough to call upon the waves to ad- 
vance when the tide was at low ebb; 
if he tries to check them when the tide 
is flowing he may have no more success 
than King Canute. The money market 
is so flush with idle funds that a rising 
bank rate would have little effect with- 
out open market operations, and those 
operations might have to be on such an 
enormous scale as to break the market 
in Government securities. To fix the 
gold content of the dollar would suffice 
to check its fall only if gold exports 
were permitted; and Mr. Roosevelt has 
indicated that he does not believe in 
using gold reserves for external purposes. 

The largest difficulties, however, con- 
cern not the ability, but the willingness, 
to impose the check. It is well known 
that stabilization after a period of infla- 
tion nearly always induces a temporary, 
but severe, depression. Mr. Roosevelt 
is above all things a politician, and on 
January 3 he has to meet Congress once 
again. He is also doubtless aware that 
much of his present popularity is based 
upon the business revival he has con- 
jured up. Taking all these circumstances 
into account, will he have the heart, 
when the American people has caught 
its first glimpse for years of the 
Promised Land, to turn its face back 
once more to the wilderness? And, if 
he has the necessary courage, will he be 
allowed to apply it? 

Up to the present the outcome of the 
American experiment is extremely un- 
certain. Washington’s plans and inten- 
tions seem at this distance to be chang- 
ing with kaleidoscopic rapidity. The 
President has not clearly defined his 
price obiective. No one can foresee 
what will be the result of trying to 
control production on a scale never 
before attempted; indeed, the only thing 


Outstanding 


Strength 


THE NATIONAL 


Shawmut Bank 


OF BOSTON 
Capital and Surplus over $30,000,000 


of which we can be fairly sure is that 
it will be unexpected. The American 
banking system is, perhaps, the least 
suited in the world to be the delicate 
instrument of control of a managed 
currency. 
* *& x 

Increases in wages and shortening of 
hours are clearly to be expected in the 
future, and they will inevitably penalize 
those industries where labor is a high 
proportion of the total cost. But the 
sudden anticipation, in one month, of 
what would otherwise be the fruit of 





decades of steady progress, and that 
in a time of deep depression when costs 
are already, almost by definition, too 
high relatively to prices, cannot fail to 
cause the gravest disturbances. An 
overweening spirit of optimism and 
confidence may suffice to counteract 
influences which would otherwise lead 
to a restriction of production and a 
deepening of the depression, but, even 
with the strongest psychological impetus 
towards expansion, the immediate future 
of American business will be watched 
with grave forebodings. 


“The modern bank is equipped to give and does give excellent 
service to its depositors, but it is costing the bank money to give 
such service to its depositors and the latter should be willing to 
pay for that service by maintaining sufficient balances to enable 
the bank to pay for the cost of handling the account plus a rea- 
sonable profit.-—W. Gordon Jones: The Service Charge on De- 


mand Deposits. 








INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


Successful Treasury Financing 


N outstanding event in financial 
Acs last month was the remark- 
able success of the United States 
Treasury offering of $500,000,000 of 
eight-year 31/4, per cent. bonds and of 
$350,000,000 of two-year notes bearing 
15%, per cent., both offerings being 
promptly subscribed several times over. 
As a result of these offerings the Treas- 
ury is placed in a very comfortable 
position, with a cash balance of more 
than $1,500,000,000 — something that 
will be found exceedingly handy to have 
in view of the many large schemes of 
public expenditure now being put into 
operation. 

Apparently the prospect of inflation 
did not deter subscribers from being 
eager to take up the bonds, which is 
not so very remarkable in view of the 
fact that whatever plan of inflation is 
put into effect it will apply to other 
bonds as well as to “Governments.” 


Furthermore, there is a large volume 
of idle money in the country owing to 
the slack demand for sound commercial 
credit, and, besides, the opportunities 
for safe investment in state and munici- 
pal bonds and high-grade industrials 
and good mortgages are comparatively 
few. These conditions make the present 
a particularly favorable time for Gov- 
ernment financing. 

There are large amounts of Treasury 
obligations callable or maturing within 
the present month, and it is not con- 
sidered unlikely that advantage will be 
taken of present favorable conditions 
for refunding on a large scale. Such a 
course will take out of the banks at 
least a portion of the Treasury notes 
and certificates they have been carry- 
ing for a long time with little profit, 
and will save a respectable sum in inter- 
est on the bonds to be refunded at a 
rate lower than that they now bear. 


Mortgage Guarantee Companies in Difficulties 


Insurance of the State of New 

York took over for rehabilitation 
six title and mortgage guarantee institu- 
tions, in and near New York City, with 
total liabilities of $1,336,500,000 and 
assets of only $101,816,000. 

Some of the companies thus taken 
over have been in business for a long 
time and had maintained a good reputa- 
tion. Their difficulties may be ascribed 
largely to the depression, but they serve 
to illustrate the hazards incident to this 
class of business. So long as borrowers 
on real estate mortgages are able to keep 
up their payments of interest, and either 
to pay principal sums or to arrange 
fresh loans, a mortgage guarantee com- 
pany can operate safely enough, and 
can be of considerable help to the 
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holders of mortgages where there is 
temporary delay in payments on account 
of interest and principal. They can 
also render services to the holders of 
numerous mortgages in making collec- 
tions for them. But in times like the 
present, which to be sure are excep- 
tional, an institution of this kind is 
placed in a very serious situation. It 
has, in fact, assumed obligations impos- 
sible of being fulfilled. The figures of 
the assets and liabilities of the companies 
just taken over in New York witness 
to this fact. 

Naturally, the holders of guaranteed 
mortgages are loud in their complaints. 
But they are not altogether blameless. 
They placed greater reliance in the 
“guaranty” than was warranted. 





Established 1837 


ADRIAN H. MULLER & SON 


81 WILLIAM STREET, NEW YORK 
STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


A story much in point was once 
related by the late Andrew Carnegie. 
He had, he said, in his employ at the 
steel mills a man who had proved inefh- 
cient and was transferred to another 
part of the plant, whereupon the asso- 
ciates of the shifted workman came to 
Mr. Carnegie and requested that he be 


restored to his former place. If you 
will do this, they said, we will guarantee 
that he will do the work all right. And 
who will guarantee the guarantors, asked 
the canny Scotsman. 

It is a matter to be remembered in all 
cases of guaranty. Who will guarantee 
the guarantor? 


New Financing First Seven Months of 1933 


EW public financing in the 
N United States during the first 


seven months of 1933, excluding 
domestic and Canadian municipals, 
aggregated only $164,939,000 according 
to revised compilations announced by 
Otto P. Schwarzschild, president of 
National Statistical Service, Inc., 99 
Wall street, New York. The total for 
this year fell sharply below results in 
previous years, comparing with $336,- 
636,000 for the same period of 1932, 
a decline of 51 per cent. and $1,986, 
360,000 for the same period of 1931, 
or a drop of 92 per cent. 


An analysis of the financing during 
the first seven months reveals that, of 
the total new offerings of $164,939,000, 
bond and note issues aggregated $117,- 
440,000, or over 71 per cent. of the 
total, while stock issues amounted to 
only $47,499,000. Domestic public util- 
ity financing aggregated $52,340,000, 
accounting for approximately 31 per 
cent. of the total offerings. The com- 
pilation shows that in July alone there 
were thirty-three stock flotations by 
breweries and distilleries aggregating 
$27,420,000 


Comparative Borrowings by the Government 


and Others 


Government as an absorber of 
investment capital is strikingly set 
forth in the following statement of the 
New York Journal of Commerce: 
Institutional investors, with _funds at 
their disposal, must place them some- 
where and, if all else fails, Government 
obligations are the necessary recourse. 


[& predominance of the Federal 


Individuals, likewise, who have surplus 
income to invest and do not wish to 
gamble in stocks and commodities may 
prefer to take a chance on buying 
Government bonds, since other types of 
new investment are practically non-ex- 
istent. During the first six months of 
the current year, for example, new 
financing of all descriptions exclusive of 
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Group 


L[nvesting 


Group investing permits an individual 
to obtain investment advantages avail- 
able only through substantial security 
holdings. Information on request. 


DISTRIBUTORS GROUP 


INCORPORATED 
63 WALL STREET, NEW YORK 


United States issues amounted to only 
$500,000,000, contrasted with $6,300,- 
000,000 for the corresponding period 
in 1929, over $5,000,000,000 for the 
first half of 1930 and nearly $3,000,- 
000,000 for the opening six months of 
1931. Excluding refunding issues, the 
actual amount of new capital offerings 
this year reached only $280,000,000, 
and only $60,000,000 of that sum repre- 
sented corporate offerings. During this 
same six months’ period, the Federal 
Government issued over $4,600,000,000 
of obligations, which involved a net 
addition of nearly $1,700,000,000 to 
Federal indebtedness. Thus, the Gov- 
ernment may he said to have acquired 
most of the new capital offered for 
investment this year and, from all 
indications, it will continue to dominate 
the investment markets in the months 
ahead. 


June Gains in Securities 


Prices Wiped Out 
Piste of published representing the 


value of securities listed on the New 
York Stock Exchange show that the 
remarkable gains made in June were al- 
most entirely wiped out by the July de- 
cline, although since the slump in July a 
considerable recovery has taken place. 
In addition to the many usual factors 
which cause securities to move up or 
down, the. prospect of inflation has now 
to be taken into consideration. Of 
course, the policy to be followed will 
not be governed by the probable effect 
on the securities market, but the market 
will nevertheless respond to what is 
done at Washington in this respect. 
What the response will be depends 
upon the policy to be followed. 


The Course of Insurance 


Stocks 


EW high levels for 1933, topping 
also the highest levels of 1932, 


were reached by insurance stocks 
during July, Hoit, Rose & Troster re- 
port. Opening July 1 at 34.32, the low 
for the month, the weighted average 
of twenty leading issues reached the 
new 1933 high of 39.43 on July 18, 
compared with 1932 high of 35.32 on 
March 8, 1932. 

Subsequently, in sympathy with the 
general market, the list turned down 
ward but closed July 31 at 35.660, still 
above the 1932 high. 


aS 


ah) 


Ma, 4 
4, 
e AOS» 





BANKING and COMMERCIAL LAW 


A MONTHLY REVIEW OF IMPORTANT DECISIONS OF INTEREST 
TO BANK EXECUTIVES 


LIABILITY OF STOCKHOLDER 
WHERE STOCK WITHHELD 


Colman v. Button, Superintendent of 
Banks, Supreme Court of Arizona, 
23 Pac. Rep. (2d) 1078 


NE who subscribes for and pays 
() for shares of stock in a bank be- 

comes a stockholder and is sub- 
ject to the statutory stockholder’s liabil- 
ity upon the failure of the bank, even 
though the officers of the bank wrong- 
fully withhold the certificate from him, 
contending that he had agreed to leave 
the certificate with the bank under 
pledge or escrow agreement. 


Action by James B. Button, Superin- 
tendent of Banks of the State of Ari- 
zona, in charge of the liquidation of the 
Yuma Valley Bank against C. H. Col- 
man. Judgment for plaintiff, and de- 
fendant appeals. Affirmed. 


OPINION OF THE COURT 


ROSS, C. J.—This is an action by 
James B. Button, superintendent of 
banks, to enforce the constitutional and 
statutory liability of C. H. Colman as a 
stockholder of the Yuma Valley Bank, 
in course of liquidation. Judgment 
went in favor of plaintiff, and the de- 
fendant appeals. 

The controlling facts are as follows: 
On February 18, 1929, the defendant 
subscribed and paid for 80 shares, at $25 
per share, of the capital stock of the 
Yuma Valley Bank, thereafter to be or- 
ganized to take over the assets and affairs 
of the Yuma National Bank then being 
liquidated. The Yuma Valley Bank was 
formally organized for business on May 
10, 1929, and thereafter operated as a 
commercial bank until June 20, 1930, 
when on account of its failing condition 
it was closed and taken over by the 


superintendent of banks. No certificate: 
of stock was ever delivered to the de- 
fendant, although demanded by him on 
at least two occasions after the bank’s 
organization: Once in June, 1929, and 
once in October, 1929. A certificate in 
his favor for 80 shares, dated May 18, 
1929, duly executed under seal of the 
corporation, still attached to stub, ap- 
pears on the stock book of the bank, and 
in the records of the bank he was car- 
ried as a stockholder. The officers of 


the bank recognized the defendant was 
the owner of 80 shares of the capital 
stock but refused to issue and deliver a 
certificate therefor to defendant, con- 
tending that defendant at the time he 
subscribed for shares verbally agreed to 
pledge or escrow his stock as a guaranty 


of certain of the assets of the Yuma 
National Bank assumed or taken over 
by the Yuma Valley Bank. The defend- 
ant denies ever making such an agree- 
ment. The court made findings of fact 
but did not find on this issue. During 
the time the bank operated there were 
two stockholders’ meetings, to neither of 
which did defendant go although noti- 
fied. To the last one, in January, 1930, 
he sent word through the secretary of 
the corporation that he was not a stock- 
holder and demanded that his name be 
stricken from the list of stockholders. 
Defendant took no legal steps to get his 
certificate of stock, recover subscription 
money or damages, although he had, be- 
fore the bank closed, consulted an at- 
torney with a view of bringing some 
kind of action. 

The defendant presents his conten- 
tions with the afhrmation that he was 
not a stockholder in the Yuma Valley 
Bank on June 20, 1930, when it closed, 
or at any other time. If this is true, he 
of course is not liable. 14 Corpus Juris, 
pp. 1097, 1098. But we think under 
the admitted facts defendant was a 
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stockholder. He paid his subscription in 
full, and having done that he became, in 
the proportion that his 80 shares bear to 
the whole number of shares, the owner 
of the capital stock of the bank. The 
fact that a certificate was not issued and 
delivered to him, it being only evidence 
of ownership of stock, did not make him 
any the less a stockholder. It deprived 
him or withheld from him only the evi- 
dence of his ownership. Hook v. Hoff- 
man, 16 Ariz. 540, 147 P. 722; Fletcher 
Cyc. Corporations (Permanent Ed.) 
vol. 11, § 5092; 14 C. J. p. 481, § 710. 
If the certificate of stock was wrongfully 
withheld from him by the bank or the 
custodian thereof, he had remedies to 
correct this wrong: (1) A suit in equity 
for specific performance to compel the de- 
livery of the certificate; (2) damages for 
breach of the contract; or (3) an action 
in assumpsit for money had and received. 
Watkins v. Record Photographing Ab- 
stract Co., 76 Or. 421, 149 P. 478; Cook 
on Corporations (8th Ed.) vol. 1, § 61. 
However, he pursued none of these 
remedies. He was, then, from the time 
of the bank’s organization up to the day 
it closed, a stockholder. 

Section 227 of the Revised Code of 


1928 reads, in part, as follows: 


The stockholders of every bank shall 
be held individually responsible, equally 
and ratably, and not one for another, for 
all contracts, debts and engagements, of 
such corporation or association, to the 
extent of the amount of their stock 
therein, at the par value thereof, in ad- 
dition to the amount invested in such 
shares or stock. In case of the dissolu- 
tion or liquidation of any bank, the con- 
stitutional and statutory liability of the 
stockholders must be enforced for the 
benefit of the creditors of such bank by 
the superintendent of banks or by any 
receiver.” 


The first sentence of this section is 
practically a rescript of section 11, 
article 14, of the state Constitution, 
which is almost word for word the same 
as section 5151 of the Revised Statutes 


of the United States (12 USCA § 63) 
concerning the statutory liability of 
stockholders in national banks. 

Incorporated in the contract of every 
purchaser and owner of shares of stock 
in a banking corporation are the pro- 
visions of the above statutes. These 
provisions are a part of his contract and 
he thereby agrees to the extent of the 
amount of his stock to be responsible to 
the creditors of the bank for all its con- 
tracts, debts and engagements. Méichie 
on Banks and Banking, vol. 2, p. 113, 
§ 28; Coffin Bros. & Co. v. Bennett, 277 
U. S. 29, 48 S. Ct. 422, 72 L. Ed. 768. 
While in Wehby v. Spurway, 30 Ariz. 
274, 246 P. 759, the question of the lia- 
bility of the stockholder was under the 
Federal statute, because of the similarity 
of that statute to our section 227, supra, 
the conclusion there reached is, we think, 
decisive of the question here. The de- 
fense in that case was that the stock- 
holder had been induced to purchase his 
stock through the fraud of an officer of 
the bank, and we held that even though 
such defense were true it would not re- 
lieve the stockholder of his contractual 
liability to the creditors of the bank. 
So in the present case, even though de- 
fendant’s certificate of stock was wrong- 
fully withheld from him by the bank or 
its officers, the creditors’ right to the 
remedy provided by the Constitution 
and statute cannot be affected thereby. 
If the bank, or its officers, violated his 
rights as a stockholder, his remedy, if he 
has any, is against them. He cannot set 
up their wrongful act towards him as a 
defense to an action by the creditors of 
the bank founded upon his contract as 
a stockholder with or for them. 

The defendant contends that there was 
a total failure of consideration because 
the evidence of his stock, although the 
stock was paid for, was never delivered 
to him. In an action between him and 
the bank the failure of the bank to de- 
liver the stock might be considered. But 
it is immaterial in this action for the 
benefit of the creditors. 

We think the judgment of the lower 
court was correct and accordingly af- 
firm it. 
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BANK’S NEGLIGENCE HELD TO 
CONSTITUTE ACCEPT- 
ANCE OF DRAFT 


Winnsboro State Bank & Trust Co. v. 
Hemler, Court of Appeal of 
Louisiana, 148 So. Rep. 463 


Where a bank holds a draft for almost 
a month after notifying the depositor 
that it has been paid, although it has not 
in fact been paid, this amounts to an ac- 
ceptance by the bank of the draft dis- 
charge of a note for which the draft had 
been given in payment. If the draft is 
not paid eventually, the bank must bear 
the loss. It cannot enforce the note 
against the depositor and thus penalize 
him for its own negligence. 


Suit by the Winnsboro State Bank & 
Trust Company against J. A. Hemler. 
From a judgment in favor of plaintiff, 
defendant appeals. Reversed and ren- 


dered. 
OPINION OF THE COURT 


DREW, J.—The plaintiff, Winnsboro 
State Bank & Trust Company, alleged 
that it is the owner and holder for value 
before maturity of one promissory note 
dated May 24, 1929, for the sum of 
$250, due October 15, 1929, made pay- 
_able to petitioner and made and sub- 
scribed by J. A. Hemler, the defendant 
herein. It alleged the note to be past 
due and amicable demand, and prayed 
for judgment against J. A. Hemler in 
the sum of $250, with 8 per cent. per 
annum interest thereon from May 24, 
1929, until paid, and for 10 per cent. 
upon both principal and interest, as at- 


New York City 


torney’s fees, and for reservation of its 
rights against C. B. Sherrouse and B. S. 
Landis, indorsers on said note. 

The defense is that the note has been 
paid or discharged by the plaintiff bank 
at its request receiving from defendant 
in satisfaction of said note a draft as 
follows: 


“Natchez, Miss., Sept. 3rd, 1929. 
“Pay to...Wéinnsboro State Bank or 
order $250.00 Two Hundred Fifty.... 
& No/100 Dollars 
“To M. R. Beltzhoover, Trustee, 
Natchez, Miss. 
“J. A. Hemler.” 


On these issues the case was tried be- 
low, resulting in judgment for plaintiff, 
as prayed for, and defendant has prose- 
cuted this appeal. 

There is really no dispute as to the 
facts. It appears that M. R. Beltz- 
hoover, J. P. Hawkins, C. B. Sherrouse, 
B. S. Landis, and others were interested 
in a wildcat oil operation in the State 
of Arkansas, and the property was held 
in the name of M. B. Beltzhoover, trus- 
tee. Exactly what the trustee agreement 
was is not shown by the record. -C. B. 
Sherrouse owned a one-fourth undivided 
interest in the 600 acres of leases on 
which the well was being drilled., On 
May 24, 1929, he sold to defendant 
herein, J. A. Hemler, a one one hundred 
twentieth interest in the 600 acres of 
leases for the price of $250. In pay- 
ment of this sum, J. A. Hemler made a 
note, indorsed by C. B. Sherrouse and 
B. S. Landis, which is the note sued on 
here. 

As time went on, it became necessary 
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to raise more money to complete the 
drilling operations and an assessment 
was made against each interest holder. 
Defendant refused to put up any more 
money on his interest, and Mr. M. R. 
Beltzhoover agreed with C. B. Sherrouse 
to buy up the interests of all those who 
would not put up any more money, at 
the same price they had paid for their 
respective interests. The bank, no doubt 
acting on this information, notified de- 
fendant by letter that if he would send 
to it a draft on M. R. Beltzhoover for 
the sum of $250, it would return to him 
the note it held against him. This letter 
was received on September 3, 1929, and 
defendant on the same date prepared 
the draft as requested, and mailed it to 
the bank. The draft was sent to the 
City Bank & Trust Company, Natchez, 
Miss., by plaintiff and said draft was 
stamped “paid” on the back, on Sep- 
tember 6, 1929. The bank notified him 


the draft had been paid and requested 
him to prepare the assignment of his 
interest, which he did on September 7, 


1929, by writing on the foot of the 
transfer he held from Sherrouse the fol- 
lowing: 


“For a consideration of $250.00 I 
hereby assign and sell my entire interest 
in the above as set forth herein, unto 
M. R. Beltzhoover, Natchez, Mississippi. 

“Signed at Rayville, La., this 7th day 
of September, 1929”— 


and sent same to the bank. The draft 
was not paid by Beltzhoover and was 
returned to plaintiff bank for the reason 
that the assignment was not in the form 
required by Beltzhoover, so, on Septem- 
ber 10, 1929, the bank sent to plaintiff 
the following assignment for his signa- 
ture and did not tell him the draft had 
not been paid: 


“Rayville, La., September 10th, 1929. 

“In consideration of the sum of Two 
Hundred and Fifty-six Dollars paid to 
me by M. R. Beltzhoover of Natchez, 
Miss., I hereby sell, convey and deliver 
my entire interests and holdings in the 
J. P. Hawkins oil well and acreage to 
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the said M. R. Beltzhoover. Said above 

described interest and holdings being lo- 

cated in Union County, Ark. 
“{Signed} J. A. Hemler.” 


This assignment was executed by de- 
fendant and returned to plaintiff bank, 
which was the last time defendant heard 
of the assignment or draft, until October 
7, 1929, when he was notified by the 
bank that the draft had not been paid 
and the draft and assignment returned 
to him. 

The record discloses that the draft and 
last assignment were forwarded to the 
City Bank & Trust Company, Natchez, 
Miss., and on September 12, 1929, the 
draft was again stamped “paid” on the 
back by said bank. It was also shown 
said payment was refused because of 
the improper assignment only. The draft 
was returned after the 12th of Septem- 
ber to plaintiff bank where it remained 
until September 30, 1929, when it was 
sent back again and returned by Beltz- 
hoover. 

Beltzhoover testified that the only rea- 
son he did not pay the draft was because 
the assignment was not in proper form. 
If it had been in proper form, the draft 
would have been paid. He is corrobo- 
rated in this by the fact that he did ac- 
cept and pay for like interests from other 
interest holders as late as September 25, 
1929. He would not accept drafts or 
assignments after that date, due to the 
fact that the oil project had then proved 
a failure. Defendant was from Sep- 
tember 7, 1929, until October 7, 1929, 
the date of the return of the draft, rest- 
ing under the belief that the draft had 
been paid and his note canceled. This 
belief was based upon the letter from 
plaintiff bank stating that the draft had 
been paid. The bank undoubtedly knew 
why it had not been paid and failed to 
notify defendant or to return the draft 
and assignment. If defendant had been 
furnished with this information or his 
draft returned promptly, he could have 
prepared the proper assignment and se- 
cured payment of the draft. The negli- 
gence of the bank prevented him from 
doing this and the bank is liable on the 
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draft. The holding of the draft for 
practically 30 days by the bank after 
notifying defendant it had been paid, 
although it had not been paid, amounts 
to an acceptance by the bank of the 
draft in discharge of the note, as per 
their original agreement with defendant 
to cancel the note upon receipt of the 
draft. 

We therefore find the judgment of 
the lower court is incorrect, and it is 
now ordered, adjudged, and decreed 
that the judgment of the lower court be 
reversed and the demands of plaintiff 
rejected at its cost. 


POWER OF NATIONAL BANK TO 
GIVE SECURITY FOR 
DEPOSITS 


Sneeden v. City of Marion, Ill., U. S. 
Circuit Court of Appeals, 
64 Fed. Rep. 721 


The power of a national bank to give 
security for public deposits is governed 
by a Federal statute and, under that 
statute, the matter depends upon the 
laws and the state in which the national 
bank is located. 

The court in the above decision holds 
that a national bank has no power to 
pledge its assets as security for public 
deposits in the State of Illinois. 

In this case the City National Bank 
of Herrin, Ill., pledged certain of its 
assets as security for deposits made by 
the City of Marion, Ill. The bank was 
insolvent at the time and the pledge was 
authorized and ratified by the bank’s 
board of directors. Later the bank 
closed and the plaintiff, Sneeden, as re- 
ceiver, brought this action to have the 
pledge declared invalid and recover pos- 
session of the pledged securities. It was 
held that the plaintiff could recover. 

The powers of a national bank with 
‘reference to the giving of security for 
deposits are expressed in 12 U. S. Code 
$90, which reads: 

“Any national banking association 
may, upon the deposit with it of public 
money of a State or any political sub- 
division thereof, give security for the 
safe-keeping and prompt payment of the 


money so deposited, of the same kind as 
is authorized by the law of the State in 
which such association is located in the 
case of other banking institutions in the 
State.” 

There is no law in Illinois authorizing 
banks in that state to pledge their assets 
as security for deposits. Consequently 
a national bank is not authorized, under 
the statute above quoted, to make such 
a pledge in Illinois. 

The opinion of the court, written by 
Judge Sparks, goes into the question 
carefully and exhaustively and collects 
in a footnote many of the conflicting 
decisions on this important question. 
The following paragraphs are quoted 
from the opinion: 


OPINION OF THE COURT (IN PART) 


Much has been said by counsel as to 
the necessity of such procedure (the 
giving of security for deposits) and the 
reasonableness thereof, but it is quite 
obvious to us that it is neither neces- 
sitous nor reasonable. The necessity 
urged is based upon competition among 
banks in their ever growing desire to 
obtain deposits. The employment of 
such means for that purpose seems to 
us to be wholly unworthy of, and in- 
consistent with, the object for which 
banks are organized, and it is by no 
means certain from this record that the 
demand for such procedure is general 
in its extent, or that it is not actuated 
by certain depositors rather than by the 
banks. The apparent necessity arises 
out of the wrongful practice, and if all 
banks be prevented from making use of 
the practice the result will be the same 
to all. We are not convinced that such 
prevention will result in a depletion of 
deposits for any appreciable length of 
time, for the risk and inconvenience of 
personally caring for one’s own money, 
especially if the amount is considerable, 
is greater than most people desire to 
assume, and it is fair to say that it is 
only deposits of sizable proportion that 
are thus sought to be secured. But 
whatever value may be ascribed to the 
method as a means of increasing deposits, 
that value is far outweighed by the evil 
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results which are more than likely to 
follow. We are convinced that such 
power is not reasonably necessary to the 
carrying out of the express statutory 
powers which have been granted to na- 
tional banks, or to state banks in Illinois. 

It is argued that inasmuch as a bank 
may pledge its bills receivable to secure 
loans, by analogy the power to secure a 
deposit in like manner exists. That 
argument is based upon the premise that 
there is no real difference between a de- 
posit and a loan, and that in either case 
the relation of debtor and creditor arises. 
It is true that there are certain char- 
acteristics which are common to each, 
but we think the later and better rea- 
soned opinions hold that there is a vast 
difference. To define that difference 
with exactness would indeed be difficult, 
and for the purposes of this case it is 
quite unnecessary to do so. It is sufh- 


cient to say that the difference has al- 
ways been recognized by the bankers 
both in theory and in practice, and their 
method of bookkeeping and their pub- 


lished reports fail to reveal any basis for 
an analogy. The United States Govern- 
ment and the various states, including 
Illinois, recognize the difference as 
shown by the reports which they require 
to be published. Congress and the vari- 
ous legislatures have recognized the dif- 
ference over a period of many years by 
making it a criminal offense for an in- 
solvent bank to receive deposits. This 
has been done obviously for the purpose 
of protecting depositors; while on the 
other hand the overwhelming weight of 
authority is that a bank has the power 
to borrow money to meet an emergency 
or an exigency, such as threatened or 
temporary insolvency. See Divide 
County v. Baird, 55 N. D. 45, 212 N. 
W. 236, 51 A. L. R. 296. 

It is well to bear in mind that the 
business of banking is so intimately con- 
nected with the public interest that 
Congress and the legislatures may pro- 
hibit it altogether, or may prescribe the 
conditions under which it may be car- 
ried on. In the exercise of that legisla- 
tive power there is manifested in all the 
legislation bearing on American banking 
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a disposition to throw every possible 
safeguard around the rights and inter- 
ests of general depositors, and to treat 
them all fairly, equitably, and impar- 
tially. The doctrine of the guaranty of 
all bank deposits has its advocates and 
also its opponents, but we have yet to 
hear of any voluntary public advocacy 
of guaranteeing a part of the general 
depositors to the exclusion of others, and 
securing that guaranty by a pledge of 
the bank’s assets. Legislation looking 
to that end we apprehend would be 
quite as unpopular as it would be for a 
bank publicly to advertise the fact that 
it was indulging in the practice under 
the guise of an implied incidental 
power. 

It is said, however, that the general 
depositor who is not secured is in no 
wise injured if at the time of the trans- 
action the bank is solvent, because the 
bank’s cash assets are thereby increased 
by the amount of the deposit. Appel- 
lees, however, are not in a position to 
urge this point, because the value of the 
securities pledged exceeded the amount 
of the deposit by several thousands of 
dollars. To be sure, if the securities 
pledged retained their value the excess 
would eventually return to the bank for 
the benefit of the other depositors; but 
if they did not retain their value they 
might never return and the secured de- 
positor would thus participate in a 
greater proportion of the bank’s assets 
than that to which it would otherwise 
be entitled. If the value of the pledged 
assets should fall below the amount of 
the deposit, the bank, in order to retain 
the deposit, might be compelled to make 
additional pledges and thus further de- 
plete the assets to the prejudice of the 
other depositors. 

Another inequitable feature is ap- 
parent in case the bank subsequently be- 
comes insolvent, as happened here. In 
that event if the pledged assets are sufh- 
cient to pay the secured deposit, all the 
expenses of winding up the affairs of 
the bank are paid out of the unpledged 
assets and fall upon the unsecured de- 
positors. 


A bank’s right to pledge its assets as 
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security for some of its general deposi- 
tors to the exclusion of others has con- 
stituted the basis for many legal contro- 
versies in this country, and as a result 
there is a diversity of judicial opinion. 
That diversity is due not alone to the 
differences of economic views but also 
to differences in the statutes involved. 
‘ Appellees contend that the 
greater weight of authority upholds the 
pledge. However, a perusal of those 
decisions discloses that some are based 
upon statutes which expressly grant the 
power, and others upon statutes which 
contain provisions from which power 
may rightfully be inferred. Since none 
of those provisions is present in the 
Illinois statutes, what appears to be a 
majority of opinions supporting the 
pledge, in reality is not such a formi- 
dable array of authority on the question 
presented under the Illinois statutes. 
Some of the cases referred to deal with 
deposits of public money, and others 
deal with individual and corporate de- 
posits other than public money, but we 
think the same principle applies to each. 
The power to pledge assets for the 
security of public money can not, under 
the decisions of our Supreme Court, be 
based upon any attribute of sovereignty 
on the part of the pledgee, but such 
power must be based upon an express 
or implied legislative grant. In the ab- 
sence of an express grant of power, no 
power by implication should be per- 
mitted to prevail unless the facts pre- 
sented render it reasonably necessary 
that such implication arise in order fully 
and fairly to effectuate the express pow- 
ers granted. We are convinced that 
that condition does not exist here. 
Such an implication, viz., that the power 
to transfer specific assets to secure a 
general deposit is an incidental power 
“necessary to carry on the business of 
banking,” is so inconsistent with equity 
and good conscience and is fraught with 
such wrongful possibilities that we are 
not willing to foist it upon the State 
of Illinois until its legislature or its 
courts have spoken clearly to that ef- 
fect. That those bodies have the right 
if they choose to approve such policy 


is not denied, but we merely hold that 
they have not yet done so. 

It is argued that inasmuch as money 
when deposited as a general deposit be- 
comes immediately the property of the 
bank, and the relation of debtor and 
creditor thereupon arises, the bank 
therefore has an inherent right to deal 
with those deposits in the conduct of its 
business as it pleases. Personal and 
property rights are relative terms, and 
they can be exercised only so far as they 
do not conflict with the rights of others. 
Illinois banks by virtue of their charters 
have power to do general banking busi- 
ness, which includes the right to receive 
general deposits. To be sure such a 
bank owns its assets, and that term in- 
cludes general deposits, but to say that 
such bank in the conduct of its business 
has an unrestricted right to use its as- 
sets as it pleases is going further, we 
think, than the law authorizes. Those 
who become depositors do so as the re- 
sult of an express or implied invitation 
from the bank, and although the bank 
becomes the owner of the money de- 
posited, it will not, in the absence of 
legislative authorization, be permitted to 
use it in such manner as to violate a 
general depositor’s right to be treated 
fairly, equitably and impartially with all 
other general depositors. 


COMPUTING MATURITY OF 
NOTE 
E. E. Rivet & Sons v. Durand, Supreme 
Court of Rhode Island, 163 
Atl. Rep. 476 


Where, under the statute pertinent 


to the matter, a promissory note 
matures on June 6, a notation in the 
margin “Due June 7” should be ignored 
in determining whether the note was 
protested and notice of dishonor given 
within proper time. 

The note here involved was dated 
March 6, 1930, and was due three 
months after date. It bore this marginal 
notation “Due June 7, 1930.” Accord- 
ing to the Rhode Island statute (Gen. 
L.- 1923, C.- 227, § 92), the note 
matured on June 6. The note was pro- 
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tested, and notice of dishonor was sent 
to the defendant, and accommodation 
indorser, on June 9. As June 7 fell 
on a Saturday, this would have been 
a timely notice and protest if the note 
had matured on June 7. But, since 
under the statute the note matured on 
June 6, the protest and notice were 
not in time, and the defendant was 
discharged from liability. 


Action by E. E. Rivet & Sons 
against Eugene Durand. Directed ver- 
dict for plaintiff, and defendant brings 
exceptions. 

Exceptions sustained, with leave to 
plaintiff to show cause why the case 
should not be remitted to the superior 
court with instructions to enter judg: 
ment for defendant. 


OPINION OF THE COURT 


MURDOCK, J.—In this action in 
assumpsit the plaintiff seeks to recover 
from the defendant as accommodation 
indorser on a promissory note dated 
March 6, 1930, and payable to the 
order of the plaintiff three months after 
its date. On the lower margin of the 
note, to the left of the maker’s signa- 
ture and in line therewith, is the fol- 
lowing: “Due June 7, 1930.” The 
note including the marginal notation 
was typed by plaintiff's stenographer 
and was in its present form. when 
indorsed by the defendant. It was 
protested for nonpayment June 9, 1930, 
and notice of dishonor was sent to 
the defendant by mail on the same day. 
As June 7, 1930, fell on a Saturday, 
the notice was sufficient to hold the 
defendant as indorser if June 7 is taken 
as the due date. 

The trial justice 
court held that the note fell due 
June 7 and directed a verdict for the 
plaintiff. The case is here on defend- 
ant’s exceptions to this ruling. 

According to the terms of the note, 
it fell due June 6, 1930, and the ques- 
tion to be determined is whether the 


in the superior 
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time of payment as expressed in the 
body of the note is modified by the 
marginal notation so as to make it fall 
due June 7. 

It is a general rule of construction 
that every clause of a written instru- 
ment should be considered and effect 
be given, if possible, to each. But here 
are two repugnant provisions, and it 
is impossible to reconcile them. A 
negotiable instrument is a formal docu- 
ment, and certainty as to time of pay- 
ment is necessary to preserve its chief 
characteristic, that of negotiability. The 
parties to such an instrument may 
modify its terms by agreement, and in 
some instances may do so_ without 
destroying its negotiability. Heywood 
v. Perrin, 10 Pick. (Mass.) 228, 20 
Am. Dec. 518, in which case it was 
held that a note payable on demand 
was converted into a time note by a 
notation that one-half was payable in 
twelve months and one-half in twenty- 
four months. And a promissory note 
may be modified by a reference thereon 
to a collateral agreement. Wilson v. 
Tucker, 10 R. I. 578; Norton on Bills & 
Notes, 107. In this class of cases there 
was clear evidence of an intention of 
the parties to modify the terms as ex- 
pressed in the body of the note. In 
the instant case there was no such 
evidence. 

It is apparent that the notation, 
“Due June 7, 1930,” was placed there 
either through an error in computation 
or through ignorance of the statute 
(Gen. Laws 1923, c. 227, § 92) which 
made the note fall due June 6. There 
is not the slightest evidence that the 
parties intended to make the note 
other than a note payable three months 
after its date. When a marginal nota- 
tion which does not purport to be a 
collateral agreement but only a restate- 
ment of the amount or date of the note 
is in conflict with the terms in the main 
body thereof, it will be disregarded as 
being not a part of the note. Smith v. 
Smith, 1 R. I. 398, 53 Am. Dec. 652; 
Way v. Batchelder, 129 Mass. 361; 
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Fisk v. McNeal, 23 Neb. 726, 37 
N. W. 616, 8 Am. St. Rep. 162; 
Dark v. Middlebrook (Tex. Civ. App.) 
45 S. W. 963; Norton on Bills & 
Notes, 108. 

Accordingly the note in question fell 
due June 6, and, as protest was not 
made and notice of dishonor given in 
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due time, defendant's exceptions are 
sustained. 

The plaintiff may appear before this 
court on January 11, 1933, and show 
cause, if any he has, why the case 
should not be remitted to the superior 
court with instructions to enter judg 
ment for the defendant. 


Mexican Business Conditions Improving 


CCORDING to a recent statement 
A= to the New York Journal of 
Commerce by John B. Glenn, 
New York agent of the National Bank 
of Mexico, business in Mexico has shown 
marked improvement when comparison 
is made with the situation a year ago. 
The government has balanced its 
budget. Exports practically double im- 
ports. The unemployment situation at 
the present time does not present a difh- 
cult problem. These facts indicate def- 
inite improvement in the Mexican: busi- 
ness situation, Mr. Glenn said. 


With the budget balanced there is no 
prospect of a substantial increase in cir- 
culation for fiscal purposes, he stated. 
On the contrary, recent statements of 
the federal government show that re- 
ceipts are sufficient to meet all obliga- 


tions of the treasury. The suspension 
of further coinage of silver pesos bears 
out this contention. 

There has been no undue expansion 
of bank credits. During the present 


year very little paper of private firms 
has been accepted by the banks and in 
view of the measures taken by the fed- 
eral government, which have inspired 
confidence in the financial situation, bank 
deposits have increased, thus enabling 
them to meet the most urgent demands 
of business. 

Mr. Glenn states that Mexico is one 
of the richest countries in the world in 
natural resources and with the present 
stable government assuring peace in that 
country, he is sure that it will be one of 
the very first to overcome the present 
depression; in fact, it already stands in 
first place as compared to all the other 
Latin-American republics. 

Mr. Glenn has been concerned with 
Mexican business and financial affairs 
for more than twenty years. He was 
formerly vice-president of the Chatham 
Phenix National Bank & Trust Co. in 
charge of foreign business, and previ- 
ously had been manager of the foreign 
department of the Equitable Trust Co. 





FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


UGUST brought no striking de- 
velopments in the course of world 
events, although the month was 
far from lacking in evidence that dis- 
turbing conditions still exist. Cuba has 
provided events of a disquieting charac- 
ter; the Japanese have resumed military 
activity in China; and some tension oc- 
curred between Germany on one side 
and France and England on the other, 
the difficulty arising over alleged efforts 
on the part of Germany to bring Aus- 
tria over into the Nazi camp. Delegates 
to the World Monetary and Economic 
Conference returning to America bring 
conflicting reports of the European 
situation, some stating that conditions 
are such as to make an early outbreak 
of war probable, while others profess to 
see no such danger. There is agree- 
ment of opinion that the gold-standard 
countries are much concerned about the 
threat to their standard of value arising 
from recent developments in the United 
States of America and elsewhere. 

While the barriers to international 
trade, so much complained of in recent 
years, have not been removed, the na- 
tions of the world are showing some 
signs of economic recovery, due in the 
main to extraordinary measures taken to 
promote national self-sufficiency. In 
both Germany and England, and in 
France also, unemployment is decreas- 
ing. 


GREAT BRITAIN 


From the Monthly Review for July, 
issued by Barclays Bank Limited, the 
following information is gleaned: 


‘ The recent improvement in trading condi- 
tions in this country appears to have been 
continued during June and increased orders 
have been secured by a number of the impor- 
tant industries. 

A satisfactory feature of the May returns 
was the rise in the value of imports of raw 
materials in comparison with May last year. 
The expansion took place amongst most items 


in this section and, although in some cases 
prices were responsible for the increase, in 
several instances quantities were also larger. 

Amongst British exports, a notable expan- 
sion took place in shipments of raw materials, 
the total of £4,200,000 being the highest 
recorded in any month since October, 1931, 
and, if that period be excluded, it was the 
largest since December, 1930. 

The increase in trading activity during the 
current year has been clearly reflected in the 
Ministry of Labor statistics, and for the 
fourth month in succession the official estimate 
of the number of insured workers aged 16 
to 64 in employment showed an expansion, 
the total on May 22 of 9,657,000 being 123,- 
000 more than a month before and 306,000 
greater than on the corresponding date of 
1932. Moreover, it is necessary to go back 
to September, 1930, in the comparatively 
early days of the trading depression, to find a 
higher figure than the latest estimate. On 
May 22 the total of registered unemployed in 
Great Britain stood at 2,582,879, compared 
with 2,697,634 on April 24, 1933, and 
2,741,306 on May 23 last year. 

While trade in this country remains on a 
very low level, evidence of improvement in 
many directions is gradually accumulating. 
Prices of commodities have again risen, fol- 
lowing the sharp upward movement which 
took place during May, and, as a result, the 
position of many primary producers has been 
substantially improved. The future course of 
quotations is, however, dependent on many 
factors, and it cannot be ignored that one of 
the principal causes of the recent rise has 
been the inflationary tendencies in the United 
States. Nevertheless, the increase in the vol- 
ume of employment in this country since 
January is only one of a number of indica- 
tions of an expansion in business activity. For 
example, the upward tendency of bank loans 
during the current year may be significant. 
Between January, 1932, and January, 1933, 
the monthly statement of the London clear- 
ing banks showed a steady decline in the total 
of “advances to customers,” but in the two 
subsequent months a slight upward movement 
took place, and, although a small recession 
occurred in April, this was followed by an 
increase of over £11,000,000 in the returns 
for May. There are too many uncertainties 
in the outlook to attempt any forecast of the 
future trend of business, but the progress so 
far achieved in this country during 1933, in 
the face of very difficult conditions in other 


parts of the world, cannot be regarded as un- 
satisfactory. 
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From a compilation made by the Mid- 
land Bank Limited it is learned that the 
new capital issues in the United King- 
dom for the first six months of 1933 
aggregated £69,328,000, compared with 
£74,772,000 for the like period of 1932. 
Of the issues for the six months of the 
present year only £2,279,000 repre- 
sented loans to foreign countries. 


GERMANY 


From the Berlin correspondent of 
The Economist (London) it is learned 
that unemployment in Germany shows 
a slowly falling trend which makes it 
very hard to separate movements due 
to seasonal and technical statistical fac- 
tors from those due to the general 
economic situation. The number of un- 
employed reporting at labor exchanges 
has decreased by 29,000 between July 
1 and July 15. Last year there was an 
increase during the same period of 
16,000. In the second half of June 


there was a reduction of 120,000, as 
against 93,000 last year. The curve of 
unemployment since the end of March 
is almost exactly parallel to that of 1931. 
If this were to continue it would rise 
again from the middle of July onwards 
as in almost all previous years. In 1932 
alone the spring and summer were so 
unfavorable that unemployment con- 
tinued to fall until the beginning of 
October, so that, if the 1933 curve fol- 
lows the usual seasonal rhythm, unem- 
ployment in the autumn will again be 
greater than in the previous year. The 
unemployment statistics, says the cor- 
respondent, are not entirely reliable, be- 
cause, for various reasons, many unem- 
ployed no longer report to the ex: 
changes. 
FRANCE 


The first six months of 1933 show a 
continued rise in the balance of imports 
over exports, imports of raw materials 
being valued at nearly 500,000,000 
francs more than for the same period in 
1932. Recently there has been a con- 
siderable rise in the price of food, due 
largely to the fixing of a minimum price 
for wheat. 

From one point of view it is consid- 
ered that the deficit of 3,200,000,000 
francs in the 1933 budget is not to be 
regarded as an actual deficit, since it 
substantially represents a corresponding 
reduction in the debt to be made during 
the year. As an additional means of 
raising revenue a national lottery plan 
has been devised. 


AUSTRIA 


The ordinary and an extraordinary 
budget show that in the first quarter of 
this year there was a total deficit of 
about 60,000,000 schillings. The ordi- 
nary budget closed with a deficit of 
about 75,000,000 schillings, expenditure 
being about 19,000,000 schillings over 
the estimate, chiefly on account of the 
level of unemp'oyment during the early 
months. Revenue was 56,000,000 schil- 
lings below the estimate. The govern: 
ment states that in the beginning of the 
year it had already prepared measures 
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to balance the budget in the course of 
the year. 

The country is gradually redressing 
its unfavorable trade balance. For the 
first six months of the year imports were 
reduced by 26 per cent. and exports by 
only 7 per cent., compared with the 
corresponding period of 1932. Due to 
the improvement in exports unemploy- 
ment is declining and there are signs of 
recovery in various important indus- 
tries. The prospects for the harvest, 
near the close of July, were good. 


ITALY 


Moderate improvement continues, un- 
employment showing a steady decline 
and the trade deficit a reduction. At 
the end of May of this year the balance 
of imports over exports was 610,409,- 
000 lire, as compared with 980,600,000 
lire for the same period in 1932. 

On June 26 the Instituto Mobiliare 
Italiano held its first general meeting 
in the presence of Sig. Mussolini and 
the Minister of Finance. The president, 
Senator Mayer, in submitting the 


annual balance sheet, reminded the 
meeting that when the institute was 
founded in December, 1931, it had been 
assigned by the head of the government 
a special role in the upbuilding of the 
guild state. It began its labors when 
business was still suffering from the 
after-effects of the postwar inflation, 
and its task had been that of winning 
for its investments the confidence of 
that large section of the public, alien to 
all speculative gambles, desirous of plac- 
ing its savings wisely and safely. The 
hundreds of thousands of small sub- 
scribers to the bonds issued by the in- 
stitute bear witness to the measure of 
success achieved, and enhance the feel- 
ing of deep responsibility to the bond- 
holders which determines the policies 
pursued by the board. The year’s work 
is reflected in the balance sheet which 
closes with a profit of 13,400,000 lire. 
The loans granted amount to nearly 
550,000,000 lire, against which bonds 
have been issued for 500,000,000 lire; 
5 per cent. is being distributed on the 
capital stock, after placing 3,000,000 
lire to the reserve. These results have 
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been obtained without recourse to the 
government guarantees allowed by the 
statutes. Care has been exercised in 
making sure that the industries assisted 
are reliable. Applications had been re- 
ceived up to March 31 for loans 
amounting to 2,895,000,000 lire, chiefly 
for the conversion of existing debts in- 
curred for enlarging industrial plants. 
The enquiries made by the institute led 
to the exclusion of all requests from 
concerns burdened with debt dispropor- 
tionate to their strength as represented 
by the earning power of their plants, as 
also of all requests made with a view to 
settling outstanding balances due to 
creditors so as to liquidate ill-considered 
or unlucky speculations. Loans have 
been made only to concerns enabled 
thereby to recover complete financial 
stability, and whose technical and busi- 
ness efficiency fully justifies the belief 
that the security given will amply meet 
the liability incurred. 


HUNGARY 


According to the Economic Review 
of the British and Hungarian Bank 
Limited, the budget shortage for the 
first eleven months of the fiscal year 
1932-33 was 53,800,000 pengos. Re- 
specting the foreign trade of Hungary 
this publication says: 

The official figures for the results of 
Hungarian foreign trade in June show 
that the fall in value of imports has not 
yet been stopped. Goods imported in 
June were worth 25,700,000 pengos 
against 29,800,000 in June, 1932, 
whereas there were exports to the value 
of 29,400,000 pengos as against 27,100,- 
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000 pengos in June, 1932. Hence the 
country’s trade balance closed with a 
surplus of 3,700,000 pengos, whereas 
in June, 1932, imports exceeded exports 
by 2,700,000 pengos. During the first 
six months of 1933 there were imports 
for 144,000,000 pengos, whereas exports 
were worth 159,500,000 pengos. Ac: 
cordingly our trade balance for this 
period closed with a balance of 15,400, 
000 pengos of exports over imports. 
When considering the adverse trade 
balance of 17,600,000 pengos during the 
same period of 1932, this means an im- 
provement in the country’s trade bal- 
ance of 33,000,000 pengos. This im 
provement has been brought about by 
the simultaneous reduction of imports 
and the increase of exports. 


SWITZERLAND 


Information furnished by the Geneva 
correspondent of The Economist (Lon: 
don) is to the effect that Swiss foreign 
trade returns for the first half of 1933 
show imports at 807,885,249 francs, as 
against 905,709,588 francs in the first 
half of last year, and exports at 432, 
983,869 francs, compared with 416,465, 
240 francs in 1932. Imports were re 
stricted by import quotas, a system 
which is bitterly criticised in some indus’ 
trial circles. There was a small rise in 
imports of raw materials, a sign of re 
newed activity in certain industries, 
such as the building and machines in: 
dustry. Unemployment has decreased 
since the beginning of the year, partly 
owing to seasonal causes, but partly 
owing to an increase in the activity of 
certain branches of industry and trade. 
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The number of unemployed, which was 
101,000 in January, dropped to 71,000 
in March, and to about 60,000 in June. 

Postal receipts remained stable dur- 
ing the first half-year, and there was 
even an increase in domestic telephone 
trafic, though on a smaller scale than 
during the previous years. Railway 
trafic did not improve, and the receipts 
of the Swiss Federal Railways were be- 
low the 1932 figures. During the first 
quarter of 1933 Switzerland imported 
2392 motor cars, 200 more than during 
the corresponding period of 1932. 


POLAND 


The downward trend in Polish state 
finances continued during May, bringing 
the deficit for the first five months of 
this year to 131,771,000 zlotys (nomi- 
nal par value of the zloty $0.1122). 
Revenues for the five months totaled 
773,933,000 zlotys, as against 905,704,- 
000 zlotys of expenditures. Both these 
figures show decreases from the 1932 
period by 13 and 8 per cent. respec- 
tively. The deficit for the 1932 period, 
net, after adding the 30,000,000 zlotys 
which the treasury borrowed from the 
National Bank in April, 1932, and 
credited to “other revenues” amounted 
to 119,697,000 zlotys. Receipts from 
all sources of taxation, without includ- 
ing monopolies, were lower by 48,514,- 
000 zlotys (11 per cent.). The largest 
decreases are noted in the following 
items: stamp tax, 13,303,000 zlotys (23 
per cent.); direct taxes, 11,989,000 
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zlotys (5 per cent.); custom duties, 10,- 
939,000 zlotys (19 per cent.); 10 per 
cent. surtax, 7,403,000 zlotys (20 per 
cent.); and indirect taxes, 5,274,000 
zlotys (7 per cent.). Net receipts from 
state enterprises declined by 24,890,000 
zlotys (73 per cent.), whereas monopo- 
lies lost 29,942,000 zlotys (14 per 
cent.). 

Discussing the need of outside capital 
for the development of the country, the 
Monthly Review of the National Eco- 
nomic Bank says: 


The principal element which must be con- 
sidered in discussing the balance of payments 
of Poland is the disproportion which our 
economic organism presents within itself: a 
disproportion between the natural growth of 
the population and the accretion of capital. 
The volume of the natural growth of the 
population has been steadily and more rapidly 
increasing than in other European countries. 
Based on the present estimates, attention 
must first be directed to the situation which 
is created by the fact that the yearly average 
of new hands for labor has been some 350,- 
000-400,000 in excess of the annual death 
rate. These new hands require the opening 
of additional factories. At the same time, the 
very growth of the population makes the in- 
ternal capitalization more difficult, the nation 
not being in a position out of her own re- 
sources to provide the country with the capi- 
tal required for the most vital needs. This 
is likely to remain so for some time, as the 
capital invested in the education and the up- 
keep of the young generation absorbs the 
bulk of the national earnings, only a negli- 
gible percentage being left for making sav- 
ings. As a result, the disproportion between 
the natural growth of the population and the 
accretion of the capital is reflected in the in- 
ternational economic relations of Poland, on 
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the one hand, in an efflux of emigrants to 
richer countries and, on the other hand, in an 
influx of capital seeking remunerative employ’ 
ment. 

For the present, the means available at 
home being insufficient for the creation of an 
adequate number of fresh factories, there is 
a large demand for capital and its price is 
very high. It is but natural that the foreign 
capitalist. should create and develop enter- 
prises in this country, as the cost of labor is 
low, the expansion of the internal market and 
other conditions securing a wide margin of 
profit. The government, local government: 
and other public institutions raise loans 
abroad, hoping by means of outside money to 
employ the producing forces slumbering in 
the nation and to increase thereby the na- 
tional earnings. This should contribute to 
improve the financial standing of the vast 
masses and to facilitate in the future the re- 
payment of the loans which the financiers. 
encouraged by the high profit Polish securi- 
ties afford, grant. 


JAPAN 


The recent collapse in the New York 
stock market has been reflected in Japan, 


commodity and security markets weak- 
ening. However, the declining tend 
ency in the yen during the week ending 
July 28 has tended to somewhat equal- 
ize losses. The yen was quoted at 
around $0.28 on August 1, against a 
high for this year of $0.3015 on July 
19. The advance in yen exchange from 
around $0.20 earlier in the year is not 
expected by business and financial lead- 
ers in Japan to adversely affect export 
trade. The principal reason for this is 
that commodity prices elsewhere are 
moving upward in a somewhat similar 
ratio. Returns of foreign trade of the 
first six months show an increase in ex- 
ports of 51 per cent. over the first half 
of 1932. Shipments to Manchuria ad- 
vanced 400 per cent., while exports to 
the United States increased 33 per cent. 
Imports into Japan from all countries 
increased 27 per cent. However, there 
is now a noticeable tendency on the 
part of importers to withhold orders in 
view of the possibility of further ad- 
vances in exchange. Commodity prices 
in Tokyo have been headed upward 
since July first, with foodstuffs leading 
the advance, although rice prices are the 
lowest for the year with stocks heavy. 
Agricultural conditions are favorably 
affected by the higher cocoon prices. 
The spring crop is officially estimated at 
about 400,000 pounds, an increase over 
last year’s cocoon crop of more than 3 
per cent. It is reported that two savings 
banks in Japan have been closed by the 
government, but apparently this is an 
isolated instance with no indication of 
loss of public confidence, and does not 
indicate weakness in the general bank- 
ing structure. The Industrial Bank of 
Japan is issuing debentures at the new 
low rate of interest of 414, per cent. It 
is probable that future government bond 
issues will bear 4 per cent. interest. 


ARGENTINA 


Under date of July 28 the First Na- 
tional Bank of Boston received from its 
branch in Buenos Aires the following 
information: 

There was a favorable trade balance 
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for June of 39,000,000 paper pesos, and 
for the first semester 150,000,000 paper 
pesos. The prospects are for a contin- 
ued favorable balance, because only 50 
per cent. of the grain surplus was ex- 
ported in the first semester and prices 
are now improved. The Roca Agree- 
ment has been approved by the Depu- 
ties and is being considered by the Sen- 
ate. The June combined bank statement, 
including all but one small bank, as 
compared with the same banks for May, 
shows deposits up 24,000,000, loans 
down 13,000,000, cash up 31,000,000, 
cash reserve 24.8 per cent. 


June, 1933 
Pesos 

18.000,000 

2,046,000,000 
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Bank 
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AUSTRALIA 


In the July issue of The Index, pub- 
lished by the New York Truse Com- 
pany, there is an exten’-d study of 


economic conditions in ..ustralia, show- 
ing the recovery being made by that 
commonwealth. In the introduction to 
the article it is said: 

Providing striking contrast with the 
program evolved for revival within the 
United States, the Australian Common- 
wealth has demonstrated, to the present 
time, at least, the success which may ac- 
company a sincere reversion to the prac: 
tice of orthodox economic principles. 


Inquiries and correspondence invited. 


And in conclusion the following en- 
couraging outlook for Australia’s future 
is taken: 

With an improvement in world 
prices, it may be naturally expected that 
Australia’s position will continue to im- 
prove. Tariff revision by the Austra- 
lian House of Representatives is an in- 
dication of the efforts now being made 
by the nation to restore its foreign trade 
to a stable basis. .A 50 per cent. special 
duty theretofore levied was removed in 
March from a number of items, includ’ 
ing such products as matches, refrigera- 
tors, greases, kalsomine, water paints 


May, 1933 
Pesos 
19,000,000 
2,183,000,000 


June, 1932 
Pesos 


21,497.000 
2,092,235,000 


motorcycles, automobile bodies,  as- 
sembled chassis, vehicle parts and car- 
tridges. 

Australian bonds, which had _ been 
quoted in the thirties during the period 
of greatest difficulties in the Common- 
wealth, have risen substantially, pro- 
viding a measure of the strengthened 
world confidence in the ability of Aus- 
tralia to surmount its problems. The 
country, therefore, has evolved a sound 
basis for hopefully viewing the future, 
while continued improvement in condi- 
tions promises increasing trade oppor- 
tunities mutually profitable to the 
United States and the Commonwealth. 
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Current Conditions in Canada 


ENERAL sentiment in Canada 
G continues optimistic notwith- 
standing somewhat lower prices 

for wheat and the certainty that the 
crop will be materially less than average. 
The higher returns being received for 
subsidiary farm products and the pro- 
nounced increase in industrial employ- 
ment are factors promoting better feel- 
ing. Trade, on the whole, appears to 
be gaining. Montreal reports increased 
demand in seasonal consumer's lines, and 
Toronto improved turnover generally. 
Southern cities in the Prairies show only 
fair volume, but Edmonton, Alberta, 
which is out of the drought section, re- 
ports decided improvement, particularly 
in hardware, and a marked betterment 
in collections. Vancouver trade shows 
no change, but the largely increased 
lumber export is a favorable influence. 
According to information received by 
the Dominion Bureau of Statistics from 
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more than 8000 firms throughout Can- 
ada, there was a marked expansion in 
industrial activity in June, which re 
sulted in the largest increase in employ- 
ment in three years. The advance was 
felt in nearly all classes of factory em- 
ployment. Foreign trade returns for 
June also are favorable. Exports, at 
$45,967,700, and imports, at $33,618, 
000, are slightly higher than the May 
totals and are the largest valuations re: 
ported since November, 1932. (Both 
figures are in Canadian dollars.) The 
gain in imports over May, while small, 
is of special interest in that a decline in 
June is usual. Newsprint mills report 
higher shipments during the month, the 
total amounting to 171,700 tons as 
compared with 165,500 in May. Pro- 
duction, at 171,400 tons, was slightly 
lower than in May. 

The Business Summary of the Bank 
of Montreal says: 
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BANKERS INVITED 





FOREIGN BANKS ARE 





INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of 


India, puts us in the best position to serve you. 
S. N. POCHKHANAWALA, Managing Director 


Railway earnings are now above those 
of a year ago, having crossed the line 
late in June. For the week ended July 
7, Canadian Pacific Railway gross 
earnings were $2,316,000, compared 
with $2,220,000 for 1932, an increase 
of 4.3 per cent.—the second week in 
succession for which the comparison 
was favorable. For the same week 
Canadian National Railways gross earn’ 
ings were $2,895,007, compared with 
$2,848,863 a year ago, an increase of 
1.6 per cent.; for June the estimated 
operating revenues of the Canadian 
National Railways amounted to $11,’ 
423,764, compared with $10,361,759 for 
May and $10,665,728 for June, 1932. 
June trafic through the St. Lawrence 
Canals amounted to 994,429 tons, an 
increase of 11 per cent. over June, 1932, 
general merchandise and coal showing 
the chief gains, and rye and barley the 
declines. 

Increasing exports feature Canada’s 
external trade, brought about principally 
by the tariff concessions reached at the 
Imperial Economic Conference last year. 
The value of domestic products exported 
in June, $45,967,000, was $5,115,000 
in excess of the corresponding month 
last year, an item of largest increase be- 
ing unmanufactured nickel, the export 
of which rose $2,534,000. The favor’ 
able trade balance has again mounted, 
the excess of exports being $12,853,000 
in’ June. 

And the same institution supplies the 
following, under date of August 3, as 
to general crop conditions: 

While the outlook in Alberta is 
slightly improved by recent rains, heat 
and continued drought have caused 


further deterioration in Saskatchewan 
and Manitoba, where crops are matur’ 
ing too rapidly. Fair to good yields are 
indicated in northern areas of Alberta 
and Manitoba, and in northeastern Sas- 
katchewan. Other areas generally are 
poor, with total failure and feed short- 
age indicated in many districts. Ravage 
by grasshoppers continues over south- 
ern areas. In Quebec, rain, which had 
been so badly needed of late, fell during 
the past week, with beneficial effect in 
many parts of the province. In On’ 
tario, the continued drought is taking 
a serious toll of crops generally, and is 
causing some concern in many parts of 
the province. Recent rains have been 
beneficial in the Ottawa valley and in 
certain northern sections. In the Mari- 
time Provinces, with growing conditions 
good, crops continue to progress satis’ 
factorily, although rain is now needed. 
In British Columbia, weather conditions 
have been favorable, but rain would 
now be beneficial in some districts. 


UPWARD MOVEMENT CONTINUES 


S. H. Logan, general manager, Cana- 
dian Bank of Commerce, recently issued 
the following statement on Canadian 
business conditions: 


The momentum attained by business during 
the second quarter of the year has carried 
several industries to higher levels through 
July. It may therefore be expected that com- 
plete reports for the past month will show 
the volume of business as a whole to have 
been maintained at about the June level, 
which was slightly higher than June of 1932. 
In view of the serious crop damage, the 
breakdown of the World Economic Confer- 
ence and the recent stock market losses, this 
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stability should be regarded as the best show’ 
ing possible. 

The extent of this upward movement is 
disclosed by the cumulative records for the 
major industries and for employment, which 
showed gains in the three months ending 
June seven times larger than recorded for 
the same period of 1932. The newsprint 
industry, the leading branch of manufacture, 
was the first to revive. This industry always 
enjoys its most active market in the early 
part of the year, but the recent seasonal ex- 
pansion assumes more than usual significance, 
inasmuch as it was more prolonged than in 
any year since 1930 and lasted. almost 
throughout June, in striking contrast with 
the recessions in that month which occurred 
on the average during the past ten years. 

Production of lumber in the three months 
ending June in the major area, British Colum- 
bia, was nearly treble that in the preceding 






INTERNATIONAL 


HANDELS-UND INDUSTRIE BANK A. G. oF 
Lopz. News from Warsaw says that the 
Warsaw Appellate Division of the Court of 
Commerce has decided to vacate the receiver- 
ship of the Handels-und Industrie Bank A. 
G. of Lodz. The report states that an agree- 
ment has been reached with the bank’s 
creditors, foreseeing a liquidation quota of 
60 per cent., 30 per cent. payable at once in 
cash and another 30 per cent. in the bank’s 
shares. Claims up to 1000 zlotys are to be 
paid in full at once. 





BANKING NOTES 






Dr. A. H. Giannini, chairman of general executive committee 
of Bank of America, differentiates President Franklin D. Roose- 


quarter; the June cut of 183,000,000 feet 
B. M. was almost equal to that of May, 1932, 
the month that immediately preceded the 
decline which continued almost without in- 
terruption until March of this year. 

The automobile industry has realized the 
optimistic hopes held for its future at the 
beginning of the year. Production of cars of 
all classes in the second quarter was about 13 
per cent. higher than in the like period of last 
year. 

Mining also has been stimulated by more 
active foreign markets, the noteworthy im 
provement being in two branches of the in 
dustry which were formerly the most de- 
pressed, namely, nickel and asbestos. The 
latest production returns, those for May, show 
that the output of nickel was the largest for 
any month since the spring of 1931, while 
that of asbestos was the highest during first 
five-month period of the current year. 





HOLLANDSCHE BANK voor ZUuUID-AMERIKA, 
HOLLANDSCHE BANK VOOR DE MIDDELLAND- 
SCHE ZEE. A recent dispatch from Amster: 
dam reports that these two banks have 
adopted a joint resolution announcing the 
merger of the two institutions. The dispatch 
adds that the affairs of the MHollandsche 
Bank voor de Middellandche Zee, which 
operates principally in the Mediterranean, will 
be wound up as a result of the merger. Both 
banks are primarily known as engaged in 
financing the Dutch export and import trade, 
and important French capital, as well as 
Dutch funds, is invested in their shares. 


velt from his outstanding predecessors by the Latin phrase “Carpe 


diem,” meaning “seize the day.” 


Dr. Giannini defines the qualities of great presidents in this 


manner: 
Washington—Statesmanship. 
Lincolhn—Humanity. 
Cleveland—Fearlessness. 
Theodore Roosevelt—Vigor. 


Wilson—Charm and idealism. 


Franklin D. Roosevelt—“Carpe diem.” 
“Mr. Roosevelt has the happy faculty of seizing the day—or 
acting quickly and deliberately with almost uncanny foresight,” 


says Dr. Giannini—American Banker. 
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THE BANK AND ITS EQUIPMENT 


A MONTHLY DEPARTMENT DEVOTED TO BANK ARCHITECTURE 
AND MODERN BANK EQUIPMENT 


Are Your Records Adequately Protected? 


in banking institutions it is found 

that “familiarity breeds contempt” 
of the value of records, but experience 
reveals in a very great many instances, 
that, while banks are inclined to value 
their records theoretically, they have 
omitted to place upon them that prac- 
tical valuation indicated by an accurate 
analysis of the actual amount of protec- 
tion afforded by the devices in use. 

Bank records are doubly valuable be- 
cause they are not only the records of 
the bank, but records of money belong- 
ing to the depositors as well. Their 
destruction would mean loss to the bank 
and to its customers. Many depositors, 
particularly those with small accounts, 
depend almost entirely upon the books 
of the bank, and if these were burned 
would be unable to prove the amount 
of money they had on deposit. 

Thus, banks have records which are 
tremendously important. Their impor- 
tance lies not only in the fact that they 
have to do with the wealth and prosper- 
ity of the bank itself, but also in the fact 
that they vitally affect the happiness and 
fortunes of the bank’s patrons. 

Bank records are just a little bit more 
important than the general run of com- 
mercial records. The banker knows this, 
or should know it. He should know 
what these records are and he should 
also be well acquainted with the fire 
hazards surrounding his bank building 
or in the building itself. The following 
is a list of the more important bank 
operating records: 


[: other lines of business rather than 


Signature Records 
Depositors’ Pass Books 
Commercial Pass Books 
Savings Pass Books 

Deposit Tickets 

Canceled Checks 

Savings Withdrawal Receipts 
Individual Ledgers 

Transfer Ledger Sheets 


Ledger Statement 
Stopped Check List 
Exchange Department Records 
Express Money Orders and Register 
Collection Register 
Advice of Payment 
Proceeds Book 
Collection Transmission Letter Copies 
Country Ledger Blotter 
Incoming Mail Book 
Exchange and Collection Credits Book 
Central or General File 
Executive Records 
Organization 
Stock Certificates Books 
Official Correspondence 
Individual Bookkeepers’ Records 
Receiving Teller Records 
Paying Teller Records 
Loan Applications 
Credit Information 
Notes, Mortgages, Drafts, Trade Accept- 
ances and other evidences of debt 
Audits 
Income Tax Records 
Income Tax Reports 
Statistical Data 
Purchase Orders 
Contracts 


Depositors’ signatures, in the earlier 
days of banking, were originally entered 
in an unindexed book, in the order in 
which the accounts were opened. Later 
an indexed book was started, and usu- 
ally used in conjunction with the origi- 
nal unindexed book. The final evolu- 
tion of signature records is the present- 
day signature card, usually a Kardex 
3 x 5 or 4 x 6 card, on which is noted 
the customer’s name, business, address, 
telephone, home address, introduced by. 
An additional, special signature record 
is made in cases of a corporation where 
one or more members are authorized to 
withdraw funds through the account of 
directors. Signature cards are very 
valuable records and deserve protection 
for both their traditional value and their 
protective value. In case of loss it 
would be most difficult to duplicate all 
signature cards. Cases are known 
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where the bank has spent a year trying 
to get a duplicate of all depositors’ sig- 
natures. Although it is theoretically 
possible to reproduce signature cards 
eventually, the work, expense and dan- 
ger involved make protection most de- 
sirable. Obviously records of such value 
deserve protection against both fire and 
water, and this can be most effectively 
and efficiently secured by portable Safe- 
Cabinet units, thereby affording twenty- 
four-hour-a-day protection. 

In case savings pass books left with 
the bank were destroyed, much delay 
and work would result in identifying 
depositors, even though receipts had 
been given to the owners when the 
books were left at the bank. In the 
lists of depositors of the average savings 
bank, many nationalities will be found. 
The depositor of foreign nationality, or 
of limited education, attaches a much 
greater value to his pass book than it 
really deserves. Nevertheless, should 


these pass books be destroyed, through 
fire or water, while in the custody of the 
bank, the suspicion and trouble caused 


would be at least very disturbing and 
might, in many cases, cause loss of good 
will to the bank, as well as loss of de- 
posits. 

An additional reason for giving sav- 
ings pass books protection is the cost of 
the books, plus actual labor in reproduc- 
ing the entries in case the books left 
with the bank are destroyed. It is rec- 
ognized as good business on the part 
of the bank to employ only sufficient 
help to carry out the routine operations 
of each day. In case fire had caused the 
loss of a large number of pass books, it 
would very likely be desirable to copy 
into the duplicate books made up the 
entries for some time prior to the loss. 
This additional, arduous task could 
hardly be done until the close of the 
business day. The added strain thus 
placed upon the organization already 
overtense and overworked by reason of 
after-the-fire conditions would be one 
highly desirable to avoid. 

Destruction of current deposit slips 
might embarrass a bank in deciding dis- 
putes between itself and customers. This 
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dificulty would arise regardless of 
whether the customer was honest in his 
contention or simply trying to take ad- 
vantage of the fact that the bank had 
lost this record. Ordinary business 
prudence dictates most severe type of 
protection for these slips for a period of 
at least six months to one year. 

Depositors’ canceled checks have a 
value to the bank and a value to the 
customer. They act as a check against 
the bookkeeper’s possible error of charg- 
ing to the wrong account. They enable 
the bank to settle any dispute arising out 
of a depositor’s claim that one or more 
checks charged to his account were not 
actually his checks. It is assumed that 
the larger percentage of a bank’s cus 
tomers would prove honest. But the op- 
portunity offered a few dishonest ones, 
should these proofs of payment be de- 
stroyed, certainly should be guarded 
against. It would be very difficult to 
settle honest disputes following a disas- 
ter such as fire, and the loss of valued 
customers could be expected because of 
inability to discriminate, without these 
records, between the honest and the dis- 
honest depositors. 

Banks giving protection to valuable 
records belonging to a depositor, such 
as his canceled checks, surely would 
find greater favor in the eyes of the 
public than would an institution which 
had given less thought to the depositor’s 
interest. The latter institution, in case 
of disaster, could be placed in a very 
embarrassing position, especially should 
other banks in the same community let 
it be known that they made it part of 
their business ‘practice to protect such 
valuable records as customers’ canceled 
checks. 

Individual ledgers are relied upon by 
the bank to show amounts it owes de 
positors. To reproduce the individual 
ledger, in case of destruction by either 
fire or water, would be virtually impos: 
sible. On the day after a fire, with the 
ledgers destroyed, the bank would be 
unable to meet the customers’ demands 
for money, and would be temporarily 
out of business. The “individual book- 


keepers” frequently are so familiar with 
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TILGHMAN MOYER CO. 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS + ENGINEERS 
ALLENTOWN PENNA. 


FRIENDLY BANK 
ADVERTISING 


Specialists in Financial Advertising 
Since 1911 


@ WINDOW DISPLAYS 


@ LOBBY DISPLAYS 
@ OUTSIDE DISPLAYS 


—and— 


@ Frank Presbrey erase 


Advertising Service for Banks 


Write for details 


ELLIOTT SERVICE CO., INC. 
242 West 55th St. New York 


the depositors’ accounts assigned to them 
that they have a fair idea of the amount 
of the balance usually carried by a given 
customer, but such collection would be 
of little or no service at such a crisis. 

It is the custom of banks in general to 
afford the best protection possible for 
their ledgers. Many cases have come to 
attention, however, where customers’ 
ledgers were housed in light metal con- 
tainers outside the bank vault. Unques- 
tionably, thought on the part of the 
bank would direct that these records be 
given maximum protection. Careless- 
ness, however, has been known to creep 
in regarding the protection of ledgers, 
leaving them subject to loss in a very 
ordinary fire. 


No Pudlock 


Required on 


Lock-Seal 
Bag 


for Night 
Depositories 


MAXIMUM 


Security 
Convenience 
Durability 
Manufactured only by 


STRAYER COIN BAG CO., New Brighton, Pa. 


Sample on Request 


THE NEW 


MOSLER 


ELECTRICALLY-CONTROLLED 
DELAYED MOVEMENT TIMELOCK 


For Bank 
Holdup 


Protection 


Locker with rotary 
hopper top for de- 
positing reserve 
cash without open- 
ing door, which is 
equipped with above 
timelock. There are 
many models of 
safes and lockers. 


THE MOSLER SAFE CO. 


New York Office: 
373 BROADWAY 


Factories: 


HAMILTON, OHIO 


Loss of ledgers, making it impossible 
to honor many of its customers’ checks, 
would have a marked tendency to create 
fear in certain classes of depositors. This 
might result in permanent loss of confi- 
dence and withdrawal of large sums 
of money as soon as available. The 
pre-eminent value of these records de- 
serves twenty-four-hour-per-day protec- 
tion. This protection can be secured in 
Safe-Cabinet localized units. 

The transfer ledged sheet is found 
only where loose-leaf systems are used. 
When the loose-leaf ledger paper is com- 
pletely filled, it is customary to remove 
it from the binder and file it alpha- 
betically. This sheet deserves the same 
degree of protection as the running 
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Fhoto Courtesy Remington-Rand, Inc. 

Safe ledger tray and accounting ma- 

chine in operation. This clearly illus- 

trates the ease with which valuable 

records may be preserved by the 
proper equipment. 


ledger sheets, since it is in reality just 
as much a part of the record as they are. 
The ledger statement should be pro- 


tected against fire, water and careless- 
ness. It would be impossible to repro- 
duce this record in case the original was 
lost. The bank might be held liable for 
the amount paid on a check, draft, etc., 
upon which maker had stopped pay- 
ment. Such an error might be expected 
to occur if the list was lost, and espe- 
cially in after-the-fire conditions. 

Blank drafts and official checks de- 
serve protection, because the lack of a 
supply in case they were destroyed 
would prove embarrassing. Canceled 
drafts and official checks are of value 
principally because they constitute a re- 
ceipt for payment. Their value as a 
receipt to the bank, and to the customer, 
when issued to him, is sufficiently great 
to warrant adequate protection. Cur- 
rent canceled drafts and official checks 
should be given adequate protection 
that is convenient for reference. 

Drafts, notes, trade acceptances, etc., 
in the hands of a bank for collection for 
its correspondents, represent a possible 
money value equal to the total amount 
involved. Surely no bank will question 


the desirability of giving values of this 
kind maximum protection. 

Adequate protection for the collec: 
tion register is likewise vital. It would 
not be impossible to reproduce the 
entries in this book, but to do so would 
involve many times the cost of ‘protec: 
tion. Any bank would gladly pay pro- 
tection cost for this record on the day 
after the fire. 

The proceeds book, as all bankers 
know, is a record of original entry, 
hence fundamental in the chain of each 
day’s operation. For that reason it de- 
serves the best available protection. 
When the departments of exchange and 
collection are combined, one localized 
Safe-Cabinet will usually suffice for 
both. When they are separated, indi- 
vidual units of proper size should be 
provided, as the records of both depart- 
ments, regardless of the volume, are of 
such value and so frequently used that 
eficiency and value warrant the best 
localized protection. 

The general ledger is in reality the 
accounts receivable and the accounts 
payable combined in one record. The 
general ledger is the keystone record of 
a banking institution. The very thought 
of its loss would cause a bank deep con- 
sternation. It is probable that every 
bank in the United States preserves its 
general ledgers back to the very day it 
began business. Frequently these old 
ledgers are looked upon with respect 
bordering upon reverence. Should the 
general ledger be destroyed, it could be 
replaced only by rebuilding from the 
latest general ledger in existence. This 
could be done only provided there re- 
mained the original incidental records 
which formed the basis of entry in the 
ledger which was lost. 

Considering the character of informa: 
tion contained in a first-class credit file, 
and the time involved in its compilation, 
bankers usually are willing to give this 
record the best protection against de: 
struction by either fire or water. The 
personal details which have accumu: 
lated in the credit file through a period 
of years in most cases could only be re: 
placed, if they had been destroyed, i 
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Palisades Trust 
architect, N. Y. 


a number of years equal to those it took 
to compile them originally. 

The value of notes, mortgages, etc., is 
presumed to be equal to their face value 
at least. These records unquestionably 
deserve protection every minute of the 
twenty-four hours of the day. Where 
negotiable securities are attached to 
notes, daytime protection against fire 
and water should unquestionably be 
given in localized units. Where the 
note pocketbook is left unprotected in 
the hands of the note teller, an explo- 
sion or quick fire could easily cause the 
loss of thousands of times the cost of 
protection. Loan registers, proceeds 
beoks and maturity registers likewise 
deserve similar protection. 

The purpose of the general or central 
file is to afford instant information on all 
relations between the customer and the 
bank. The mass of detailed information 
concerning the customer shown on this 
card form can be accumulated only over 
a period of years. The time, labor and 
expense involved in compiling _ this 
record, together with the years necessary 


and Guaranty Company, Englewood, N. J. 


Charles A. Holmes, 


Formerly of Holmes and Winslow. 


to round it out, give a fair index of its 
working value. While the record could 
be duplicated in part, the actual labor 
and delay involved in duplication is out 
of all proportion to cost of protection. 

To the layman or the man on the 
street the name “bank” signifies the last 
word in safety and security from every 
possible point of view. Everyone seems 
to have the idea that, regardless of fire, 
floods or other causes, the bank will open 
its doors every morning as usual no mat- 
ter what may happen to other lines of 
business. This state of mind on the 
part of the layman does not take into 
account even the bare possibility of a 
bank not being able to lay its hands 
upon its money or records from any 
cause he can think of. His banking con- 
nection is largely the oxygen of his 
business existence. 

The banker, when discussing the 
value of the various records used in the 
daily transaction of business in his bank, 
is inclined to think of incurring a new 
expense, rather than of protecting. his 
business against heavy loss. The banker, 
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like any other business man, is accus- 
tomed to have at his command statistical 
data, vital correspondence, recapitula- 
tion records and any information that he 
desires. The very fact that he has been 
able to secure this data whenever neces- 
sary has, in some cases, calloused his 
mind as to its real value. 

Visualization of his condition without 
these records, even for an operating 
period of a few days, would prove very 
disturbing when facing the complete 
loss. No banking official who has reason 
to expect a fire within a given period 
of time would hesitate to concede a 
great value to certain of his records. 
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Abstract discussion is likely to be based 
on his hope that a fire will not occur 
rather than upon a realization of what 
the possibilities are and the amount he 
would be willing to give for his records 
intact in case they were destroyed. 

Statistics show that there is one fire 
for every minute of the day. It is 
probable that every one of the sufferers 
from these fires believed he was not 
going to have a fire. His belief, as events 
later proved, was only an expression of 
hope. The same chances for disappoint- 
ment, through the law of average, are 
shared by the banker. Are your records 
adequately protected? 


Interior View of La Previsora National Bank of Credit in Guayaquil, Ecuador. 





ADVERTISING AND PUBLICITY 


A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


Future Bank Publicity 


By Bret W. Eppy 
Calcasieu National Bank, Lake Charles, La. 


that we step outside the atmosphere 

of the seller into that of the buyer 
and assume the role of the customer to 
analyze his needs and ascertain wherein 
our product fits. Salesmen recognize 
that buyers are a reticent sort who listen 
with respectful attention but who do not 
always voice their objections because 
they are inclined to avoid controversy 
and unpleasantness. If they do not 
agree with what the salesman says their 
objections are often mentally reserved. 
Thus selling resolves itself into analyz: 
ing the product, so that mental reserva- 
tions which lurk in the buyer’s mind 
may be explained away and no founda- 
tion left upon which they may stand. 
With objections removed, needs will 
normally be supplied from the salesman’s 
source. 

Banks have services to sell instead of 
commodities. Being more or less abstract, 
these services require a particular type 
of salesmanship. And the publicity man 
for the bank has a problem which, while 
parallel to that of the advertiser, is 
more difficult. In determining just what 
it is he has to offer, he finds some rather 
intricate “commodities.” He offers 
“confidence,” “convenience,” “credit,” 
“helpfulness,” “profit,” “safety,” “sound 
judgment” and others. These are ab- 
stract or intangible and based upon a 
relationship of his bank with its custom- 
ers and therefore located as much in the 
realm of psychology as of reality. 

His institution thrives so long as a 
mutually satisfactory state exists be- 
tween it and its customers, and as soon 
as any of these peculiar elements are 
lost in the relationship his business has 
lost some of its usefulness and begins 
a decline. 


I an analysis of selling, it is essential 


His institution has a plant that con- 
sists of a bank building and machinery 
of operation, a storehouse and opera- 
tors or employes. It has a stock of raw 
material in its resources, and it has dis- 
tant distributing points through corre- 
spondents. Well-appointed buildings of 
striking architecture and prominent lo- 
cation have a place in the publicity 
scheme. They stimulate concepts of 
prosperity, strength, stability, safety, 
convenience and helpfulness, with which 
all humanity desires to consort. The 
well-appointed plant of attractive and 
prosperous appearance is a complete 


FEELING the PULSE 
OF INDUSTRY 


In every progressive community banks must always 
shoulder great responsibilities. Such institutions, by 
their sound management, render sane financial servic 
for the legitimate needs of industry. Yet, at al 
such a bank keeps in mind that the institution 


keeper of the public's funds .. . that the prog of 
the bank hinges on the solid cornerstone of public fait 

‘he National Bank of Topeka was founded in 1868 
the ori | high ideals are held uppermost today. Thix 
institution will continue to march along with Kanses 
people and Kansas industries 


é NATIONAL 


am) BANK OF TOPEKA 


oe 


—founded in 1868 


Consistent advertising is the keystone 
of a firm publicity foundation, and this 
Kansas bank continues to remind its 
public that good banking and commu- 
nity progress go hand in hand. The 
striking illustration adds a great attrac- 
tion value and ties up the dominating 
theme of the copy into a cohesive 
whole. 


307 





308 


phase of advertising in itself and is part 
of the outward aspect of excellent in- 
terior administration. 

The main product which this plant 
grinds out is CREDIT, and all of its 
other relations with the community re- 
volve around the manufacture of this in- 
dustrial necessity of the community 
served. How many people of the com- 
munity recognize that the assembling of 
capital for use in terms of credit is the 
real community necessity administered by 
banks? 

To many it is merely a place for safe- 
keeping of surplus funds; to others, an 
opportunity to invest small sums which 
may be added to from time to time and 
which draw compound interest. Some 
use it to avoid the necessity for actual 
money in making local and distant pay- 
ments; to others it is merely a mysteri- 
ous place for changing checks into cash. 
To most of the individuals enumerated 
above, banks are an accepted community 
institution, like the city hall, the public 
school and the church. Their ideas of 


the community need for a bank are ex- 


tremely vague. In fact they had never 
given banks a second thought until the 
past few years, when an uncontrollable 
situation jeopardized deposits and losses 
began to be felt. These trying times 
have shaken people severely, and the 
blind confidence with which banks were 
accepted has largely disappeared. 

Now there are twin sister items of 
major importance in the realm of psy- 
chology upon which banks stand or fall. 
These items are CONFIDENCE and 
GOOD WILL. The first of these sisters 
will usually be found leading the second. 
Confidence having been lost, Good Will 
is very nervous. Until the two can be 
restored and reunited, little progress will 
be made. 

Government measures may add to 
“safety” and to “good judgment” 
through restriction or guaranty, but the 
elements of confidence and good will 
are to be restored only by a complete 
understanding by all the people in the 
community of the real function of the 
banks of that community when these 
functions are carried out with exactness 
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by properly schooled officiats and em- 
ployes. 

The problem then for the publicity 
man of the immediate future will take 
two courses: first, to educate bank em- 
ployes in the proper rendering of service; 
second, to educate the public as to the 
economic necessity for banks in every 
community. 

Interior administration will take care 
of the first mentioned above and will be 
the lever by which one bank will lift 
itself above another and win in the com- 
petition for local business. This is an 
individual problem for each bank. To 
educate the general public, however, be- 
comes a problem for the co-ordinated 
effort of all banks in order to mould 
public opinion. Even the humblest citi- 
zen must be informed that banks are 
needed for industrial progress just as 
positively as schools are needed for in- 
creased intelligence, churches to main- 
tain ethical conduct and government to 
administer law and justice—that with- 
out pooled funds there can be no credit 
of sufficient scale and industry would 
die, because production through modern 
division of labor cannot be sustained if 
every step must be one of “cash on the 
barrel head.” He must know that his 
small funds are needed to swell the 
community pool, and that the pool must 
maintain a standard level in order that 
local industry may progress. Such a 
program of publicity must be continuous. 

Much of the harm today is the result 
of “street talk” by persons who never 
have used a bank very freely and prob- 
ably never will except in a most meagre 
manner. Others, whose circle of friends 
is, perhaps, quite wide and who 
are well thought of in __ their 
circle, are in the category which bank- 
ers have disposed of by saying, “Such 
people do not understand what there is 
intended to convey, and to those who 
do understand, there is no necessity for 
bringing it to their attention through 
publicity articles.” Quotation marks are 
used in the foregoing because they are 
the actual words used in a fair-sized 
bank a few short years ago when passing 
upon copy which might have explained 
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to the community the community need 
filled by the bank. 

Wherever humans gather, in homes 
or ofhices, in trains, on street corners, 
anywhere and everywhere, people talk 
and talk and talk. The topics are fre- 
quently idle, but there is wide variety, 
and many times it includes personalities. 
But, bear in mind, it is talk moulding 
public opinion, talk setting standards of 
value, talk creating preferences. Banks 
have failed to make use of the magic ally 
“talk” to give to it value in their favor 
when used on the street by everybody 
everywhere. 

For sustained educational effort adver- 
tisers have so frequently turned to our 
public school system that it has become 
necessary for our educators to build up 
a defense to protect pupils from being 
diverted from necessary subjects. At the 
same time there are few individuals hav- 
ing bank publicity in charge who have 
not been called upon time and again to 
suggest plans whereby, with no text 
books available, certain classes could be 


given a few simple lessons in the func: 
tions of a bank. The writer has found in 
his effort to comply with such requests 
that mere lectures are impractical, be- 
cause the classes are youthful and the 
subject cannot be sufficiently shortened. 
Besides, to be effective classes need some- 


thing to see and read, not merely a 
verbal picture which passes all too soon 
from their minds. 

In today’s schools, economics are taught 
in an elementary manner in the grammar 
grades to children ranging between the 
years of ten and fourteen. The subject 
covers development from barter up 
through the division of labor in the 
present industrial age. Could not the 
text book go slightly further, or be 
brought more up to date, by reciting 
progress from barter up through the use 
of money, and include the present, where 
a created credit by banks in every com- 
munity has enabled industry to reach its 
present perfection through deferred pay- 
ment during transportation, production 
and distribution? That civilization has 
progressed as new methods of financing 
are found? That the assembling of 





banking institutions 
earn money for 


TRANSAMERICA 


Well-managed banks have always been profitable 
investments for their owners. ¢ America’s new bank- 
ing era finds Transamerica Corporation in possession 
of some of the choicest banking assets of the nation 
—including Bank of America, largest branch banking 
system in the United States with over 1,500,000 de- 
positors. ¢ Through investment in these vast bank 
holdings Transamerica contributes in large measure 
to the financing of business, agriculture and home 
building. 
Transamerica assets (wholly-owned) include: 
Bank of America N. T.&S.A. ¢ Bank of America (California) 
Pacific Nat’! Fire Insurance Co. + California Lands, Inc. 

California Joint Stock Land Bank + Capital Co. (real estate) 


Bankamerica Agricultural Credit Corp. 
Occidental Life Insurance Co. 


Other Transamerica ussets include large holdings in: 
Bancamerica- Blair Cor, New York (more than 50%, controtied) 
First National Bank of Portiand. Ore. appa oh pga 

General Metals Corporation (more then 
National City Bank, New York + First National fi lank, New New York 
Tidewater Associated Oi! Company « Union Oil Co., California 
Union Trust Co., Pittsburgh, Pa. «Standard Oil Co., California 
Commerce Trust Co., Kansas City « California Packing Corp. 
General Foods, Incorporated + Fireman's Fund Insurance Co. 


TRANSAMERICA 


A friendly public, well educated in 
the structure of widespread banking 
interests serving it, is a stronger ally 
than a public suddenly confronted 
during an emergency with ramified 
interests which are too complicated for 
quick assimilation by the lay mind. 
Thus, the Transamerica Corporation 
wisely explains through California's 
daily newspapers its place in the pat- 
tern of Californian finances. Note 
the effectiveness of well used black 
and white. 


funds in banks in every community 
creates the power-houses whereby we 
help ourselves by serving others through 
contributing to the needs of commerce? 
That as we swell the tide of this com- 
merce we are caught in its flood and 
benefited? 

And may we not also reach the ever- 
talking public through periodicals and 
through a standard form for general dis- 
tribution to the adult population? Some- 
thing valuable might be compiled in 
simple language for general use. It 
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could show how men and women of 
means in a community invest as share’ 
holders in their local banks not solely 
to seek profit in a private corporation, 
but also because they recognize that 
without a structure to create credit for 
the use of the community there can be 
no quick or easy manner for people to do 
business with each other or for one com- 
munity to transact business with an- 
other. It could demonstrate that the 
public need for the assembling of cap- 
ital, as much as for protection of it, has 
caused both Federal and state govern- 
ments to limit the number of banks and 
surround them with safeguards and reg- 
ulations closely supervised by govern- 
ment agencies. 

This form of publicity might explain 
what PUBLIC NEED the bank supplies 
by showing how backward a community 
would be if individuals found it neces- 
sary to keep all of their money in their 
possession; if every payment had to be 
made in cash because no checking ac- 
counts existed; if merchants had to carry 
money with them to market to purchase 
goods because funds could not be trans- 
ferred from one city or country to an- 
other. It could point out the handicap 
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Straightforward copy which uses as 
its leverage the difficulties most busi- 
ness men are now encountering in 
charting their future fortunes. It 
argues well the advisability of placing 
a trust with an institution which, 
according to past records, will endure 
far longer than the trust itself. 


THE BANKERS MAGAZINE 


if credit funds were not available for 
present needs no matter what valuable 
possessions one might have to offer as 
collateral; show what would happen it 
a factory could not obtain money to pay 
its laborers until it had sold and received 
payment for the goods its workmen had 
turned out; or where raw material could 
only be obtained by paying cash upon 
delivery; or if there were no place where 
small sums of money could be pooled and 
thus earn interest; or no place where 
minors, widows or uninformed persons 
could find assistance, supervised by pro- 
tecting laws of state and nation, in in 
vesting funds upon which their very 
living depends. 

Our humblest citizen must be brought 
to know money not only as a measure 
of value, but also as a storehouse of 
value to support credit. He must know 
that the full use of wealth, especially as 
it touches the ordinary citizen, whether 
owned in small or large amount, is ac- 
complished through the tools of banking, 
money and credit, and that without these 
tools the overbearing power of wealth 
would put humanity back in serfdom. 
He must realize that banks make capital 
effective to the small savings depositor 
as well as to the larger holder. 

There is no need to make extravagant 
claims, but banks do need to claim their 
own. Science for analysis; invention for 
the development of manufacturing, 
transportation and communication; and 
banking to devise ways and means— 
these are cultural influences upon which 
civilization rests most heavily. Their im- 
portance must be appreciated not only 
by the scientist, the entrepreneur and 
the banker, but also by everybody every- 
where. 

With a general knowledge of the 
functions of a bank, there will grow up 
in every community a respect for the 
need of a bank in that particular com: 
munity, and gradually the careless man 
who in his street talk abuses banks in 
general will, through understanding, be- 
gin to boost instead of balk. Slowly, as 
public opinion leads the way, Confidence 
will return, leading her timid sister, 
Good Will. But it will not happen in a 
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day, and might best be accomplished 
through a co-operative effort of all banks 
co-ordinated through one agency. 


NEGLIGENT STILL? 
Pinan relations is a basic matter 


in banking. It even has its bearing 

upon the problems of bank condi- 
tions and examination—for good adver- 
tising builds a glass house. Public re- 
lations, which can sometimes make or 
break a bank, has too often and too long 
been just the dog under the wagon.” 

So wrote Carroll Dean Murphy in an 
article entitled “—and the charge is 

“Negligence in Public Rela- 
lations” ‘which was published in the 
January, 1932, issue of THE BANKERS 
MAGAZINE. It is interesting and, at times, 
remarkably illuminating to re-read some 
of the observations which Mr. Murphy 
wrote over a year and a half ago. In 
the light of recent events they have 
proved themselves to be true, and their 
precepts are as applicable to present 
needs as they were at that time. After 
charging the bankers of this country 
with negligence in their public relations 
work, Mr. Murphy points out some def- 
inite things that could be done along 
public relations lines. He asks, for ex- 
ample: 

“What does the public think about 
your bank? What does it know about 
it? What does it say about it? What 
does it hear about it? What does it 
read about it? What does it ask about 
it? What kind of people are these de- 
positors, anyway? Are they the kind who 
draw their money, count it out and re- 
deposit it? Yes, I know that’s funny, 
but what does it mean—it means that 
depositor knows not the first thing about 
the basic idea of banking. He thinks 
you are running a safe-deposit gold bin. 
How many of them are the kind that 
buy cashier’s checks and store them in 
the vault? That’s funny, too, till you 
face the desperate ignorance of it. 

“Your public is made up of stable 
and unstable mentalities, rich and poor, 
educated and ignorant, readers and non- 
readers, the phlegmatic and the excit- 
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able, the brave and the cowardly, the 
sportsmanlike and the pot-hunters. If 
you could establish a customer filter ca- 
pable of eliminating the latter classes, 
a well-managed bank would be im- 
pregnable. You can set up quality 
standards, but that’s another subject. 
Surely, the least you can do is to know 
your public and get it to know you. 

“Find out who your public is, what 
it thinks, what it can understand and 
how to tell it. Present these facts in the 
form of a brief and demonstrate to your 
advertising committee that you know 
public relations. Out of that will surely 
spring some of the right kind of adver- 
tising progress.” 

Possibly, had the banks taken upon 
themselves the task of informing their 
depositors just how a bank operated, the 
crisis of March, 1933, might have been 
averted. That, however, is a moot ques- 
tion. The fact remains that President 
Roosevelt was forced to explain some of 
the fundamentals of banking to these 
same depositors before they would re- 
turn the money that they had withdrawn. 

Recently a change of attitude on the 
part of many banks towards advertising 
has become noticeable. Public relations 
is assuming an increasing importance. 
The question is changing from a 
whether-or-not-to-advertise problem to a 
what-to-advertise one. Some of the sug- 
gestions which Mr. Murphy made may 
be of value towards a solution of the 
latter. 

“We already have the rule: ‘Do noth- 
ing sudden, overdramatic, clever and 
reckless.’ Some people think bank ad- 
vertising has been too dignified. I think 
a great deal of it is too undignified, too 
smart, artificial, remote. I am for an 
unobtrusive rifle laid on a target rather 
than a ten-ton mortar of Civil War 
vintage rocking the park. I mean—and 
I've been saying it for twenty years— 
pick your objectives and keep the sights 
on them throughout a persistent cam- 
paign. 

“There are countless distinctive cam- 
paign initiatives still to be done. If you 
want a timely campaign now, you may 
safely build it on the fact that the people 
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want to be reassured about the funda- 
mentals in banking. One possible plan 
is to dig out plates you ran when the 
seas were smooth and repeat them with 
the inference or caption that now, as 
then and always, these standards are 
yours. 

“People are not seeking to be amused 
—they want to know. Give them the 
good old messages of safety, responsibil- 
ity and liquidity; or of the directorate 
and the predigested statement, of age, 
of conservatism and _progressiveness. 
Don’t dwell on panics, wars and crises— 
and don’t painfully side-step them either. 
Don’t try too hard to be different. Just 
be plain, natural and honest—but don’t 
be silent. Isn't it better to keep such 
messages circulating every month of 
your institution’s lifetime rather than 
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to keep silent so long that, when you 
must have a message of reassurance, de- 
positors are startled because the Sphinx 
has spoken?” 

Since Mr. Murphy’s article was pub- 
lished, depositors have learned much 
about banking and thus have become 
better depositors. There is a stronger, 
more understanding link between the 
man on the street and his bank. Human 
nature, unfortunately, is such that any 
relationship must be continuously culti- 
vated and nourished. Public relations, 
done in a systematic and thorough man- 
ner, will do much towards maintaining 
such an understanding and enhancing 
its value. This has proved itself true in 
the past, and will continue to prove it- 
self true at every opportunity in the 
future. 


HOW BANKS ARE ADVERTISING 


NDER the running heading 
“Cleveland and Northern Ohio 


Are Coming Back,” the Cleve- 
land Trust Company, Cleveland, Ohio, 
has brought to the attention of the read- 
ers of daily newspapers in that part of 
the country the improvement in general 
business conditions which has taken place 
recently. Specific indications of this im- 
provement changed with each advertise- 
ment which, otherwise, remained sub- 
stantially the same. The increase of ore 
received at Lake Erie ports was cited: 
“First six months 1933, 1,343,276 gross 
tons; first six months 1932, 155,518 
gross tons.” Other ads of this series re- 
ported the increase of pig iron produc- 
tion in Cleveland and Lorain, increase 
of automobile sales in the county, in- 
crease in coal loaded into vessels at Lake 
Erie ports and the approximate increase 
in steel output for Cleveland and Lorain 
mills. Each of the ads stated, below 
these rather impressive figures, that “As 
recovery advances, a good banking con- 
nection becomes increasingly important.” 
In this series ample white space was 
used, which, combined with an appro- 
priate illustration and trade-mark of the 
bank, resulted in a most pleasing and 
effective layout. The spreading of an 


encouraging message to the people of a 
community is certainly an effort which, 
because of the interest shown by the 
bank to its public, should interest the 
public in the bank. 


Four New Jersey banks have embarked 
on a co-operative campaign with the 
object of explaining the principles of 
sound banking to the people in their 
vicinity. The First National Bank of 
Clifton, in Clifton; the Passaic Park 
Trust Company, Passaic; the Clifton 
National Bank, Clifton; and the Passaic 
National Bank and Trust Company are 
the sponsors of this campaign. Each ad 
of the series lists, in a box, eight prin- 
ciples “to which the undersigned Banks 
are pledged.” The first of the series, 
headed “A Frank Discussion with the 
People of This Community,” served to 
introduce the campaign and explain its 
underlying reasons. The second, headed 
“Let’s Continue the Discussion,” gave a 
brief dissertation on the services offered 
by a bank in return for the receipt of 
deposits. The benefit of money diverted 
to the general welfare instead of lying 
idle and unproductive in the hands of 
an individual was pointed out. Specific 
services were mentioned and explained 












clearly. Other ads followed which took 
up the operating cost of the bank, the 
measured charge system and similar sub- 
jects (usually misunderstood) of equally 
vital significance. The text was rather 
lengthy, but written in such an under- 
standing, friendly fashion that the 
reader, drawn into body of the text, 
could not but learn a little something 
about banking whether he wanted to or 
not. 


THe Morris Plan Company of New 
York, which has been a consistent user 
of newspaper space, initiated a new serv- 
ice in a rather novel and timely massage 
which incorporated many features that 
ought not to have hung together but 
did—and that to a highly successful 
degree. Beneath the heading “In Keep- 
ing with the Spirit of the Times,” it 
was announced that there was a special 
plan good until October 1 for those who 
needed ready cash. There followed a 
NRA symbol which, in turn, was fol- 
lowed by the statement “Borrow today 
—take a year to repay in easy monthly 
payments.” Directly under this was the 
new service, expressed in bolder type 
than any other part of the ad, which 
explained that payments need not start 
for three months after the money had 
been borrowed. In the body of the 
text, President Roosevelt’s remark that 
“Credit must be available to all classes 
of our citizens” tied in with the prompt 
signing of the pledge by this Morris 
Plan Company. From this timely, 
patriotic appeal, a quick and _ logical 
transition led into the explanation of 
the revolutionary service offered for, as 
it was expressed, “This pledge meant 
action, not words.” The tenor of the 
copy and the general layout formed a 
sparkling announcement well “in keep- 
ing with the spirit of the times.” 


A DEPOSITOR at the Bowery Savings 
Bank, New York City, makes out his 
deposit slip on a neat glass-topped stand. 
Visible through the glass are many little 
booklets, each designed to catch the eye 
and invite a more thorough inspection. 
One of these, an eight-page leaflet, is 


ADVERTISING AND PUBLICITY 








SS 

HIS bank, a mutual savings bank without stock- 

holders, was founded and dedicated to public service. 

It has always been owned by its depositors and is 

operated solely for their benefit. All carnings, after 

expenses are paid and the dividends distributed to de- 

positors, are held for their protection in a surplus fund. 

During the past century of its existence the bank 

has paid to its depositors, in unfailing dividends, over 
120 millions of dollars. 








The GREENWICH SavINGs BANK 
Broapway at 36 Street 7 SixtH AvENuE ot 16 Sreter 
NEW YORK CITY 








A pert and unusual illustration leads 
the casual reader unsuspectingly into 
the body of the advertisement which, 
as will be noticed, is clear cut and to 
the point. Effective as an institutional 
ad, it has a good modulation between 
illustration, copy, and signature. 


entitled “Sad Stories of Simple People.” 
Four of the pages are given to these sad 
stories, each with its own pertinent illus- 
tration. For example, beneath a cut of 
a teakwood chest it is explained that 
“This is the carved teakwood chest in 
which Mrs. Sheridan kept the bond her 
father had given her for a wedding gift, 
and a few small heirlooms. Mr. Sheri- 
dan had often protested against keeping 
such valuables in the house, but Mrs. 
Sheridan had a will of her own where 
her own property was concerned.” Two 
pages aptly illustrate a burglar and a 
flame of fire. Beneath the latter illus- 
tration it explains, “Here is another fel- 
low who has no respect for secret hiding 
places. He destroyed the deed to the 
Widow Jones’ house, and she had no 
end of trouble and expense to replace it. 
Fire has an appetite for bonds and paper 
money that are left around the house.” 
The outside back cover pictures a safe- 
deposit box which “at a cost of $5.00 a 
year would have prevented all the 
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eAnnouncin g— 
, A NEW CONVENIENCE 
for our DEPOSITORS 


Nz. you can bank with The Bank for Savings 

‘when it suits your convenience And youcan well 

avoud the danger of keeping sums ol money on your 

pers or in your home atter banking hours 

‘Ar any hout of the day or aight, seven days a week, the depestory for che encry of interest. 
youcan use the Automatic Day and Night Depossory 
ast nataBed on che ournide of each of our offices 
Pus « michel im che dot (the michel wall be credited t0 
you account) Inaer your dapom! 10 4 sealed envelope 
Get your recerpe. That's all! Ir takes just afew seconde. their 
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New equipment for the convenience 
of depositors is a feature which, if 
properly brought to the attention of 
the public, suggests a wide-awake insti- 
tution and gives valuable assistance to 
the maintenance of good will. The 
ease with which the reader may assimi- 
late at a glance the major points of 
this device speaks well for the layout 
and copy. 


trouble,” and extends an invitation to 
visit the Bowery’s Safe-Deposit Vaults. 
The booklet is predominantly black and 
white, but a touch of orange in the illus- 
trations and in the first letter of each 
page produces a pleasing and arresting 
effect. 


THE Bank of America, San Francisco, 
Cal., believes in spreading the advisabil- 
ity of its services to all classes and all 
kinds. It has recently run a semi- 
humorous campaign in Navy magazines. 
Above the caption, “Now, that’s what 
I call a pretty figure,” there is a pleased 


looking sailor admiring his bank book 
which, it is plainly shown, has a balance 
of $735. The copy, in a more serious 
vein, suggests that sailors can easily save 
a like amount, or more, from their allot- 
ment. Saving for the sailor is further 
simplified by the fact that, by registering 
his allotment with his disbursing officer 
and filling in the necessary forms, his 
savings can be sent to the Harbor Branch 
of the bank. Results from the campaign 
have proved that this is one of the times 
when humorous copy designed to reach 
a definite objective, through a certain 
media, reached that objective. 


NOTES 


ANNOUNCEMENT has been made by Julien 
H. Hill, president of the State-Planters Bank 
and Trust Company, Richmond, Va., of the 
recent promotion of Hawes Coleman, Jr., as 
vice-president in charge of the bank’s trust 
department. Mr. Coleman, a graduate of 
Randolph-Macon College and the Harvard 
School of Business Administration, became 
associated with the trust department of the 
bank in 1928, and it was not long before his 
pronounced executive ability became recog: 
nized. The work he has done in broadening 
the scope of his department and promoting 
its activities has been outstanding. 


Lreopotp A. CHAMBLISS, assistant  vice- 
president and director of publicity for the 
Fidelity Union Trust Company, Newark, N. 
J., is the editor of the new “Bulletin of the 
New Jersey Bankers Association.” 


WiLuiAM G. Donne, head of the new busi- 
ness department of the Chicago City Bank 
and Trust Company, has been appointed by 
President Roosevelt as Illinois manager for 
the new Federal Home Owners Loan Cor’ 
poration. 


STEPHEN H. FIFIELD, assistant vice-president 
of the Barnett National Bank, Jacksonville, 
Fla., is director of the School of Advertising 
of the Advertising Club of Jacksonville. 


C. DELANO Ames, public relations manager 
of the Maryland Trust Company, Baltimore, 
Md., has recently been elected a member of 
the board of directors of the Better Business 
Bureau, and appointed also to the board of 
directors of the Baltimore Criminal Justice 
Commission and re-elected to the board of 
governors of the Advertising Club. 















LANDMARKS GROWING FAINT 


“The landmarks are not in all respects 
what they used to be. In particular, no 
one can entertain quite the certainty 
of the older periods of recovery when, 
for the first time in American history, 
nobody knows what the Government's 
currency policy actually is or is to be, 
when the dollar is in a wholly unneces- 
sary state of depreciation on the foreign 
exchanges and when speculative grain 
markets rise or fall alternately on talk 
that Washington is about to resort to 
currency inflation measures. Perhaps, 
if the natural forces of recovery con- 
tinue to have their way, better condi- 
tions may be ahead of us in that direc- 
tion.”"—Alexander D. Noyes, in New 
York Times. 


WOULD MARRY EVEN A BANK 
MANAGER 


“A woman with any spirit would 
marry a bank manager, if she loved 


him.”—The Cardinal's Snuff-Box. 


BELIEVES IN INTELLIGENT 
SELFISHNESS 


“I believe in intelligent selfishness. 
President Roosevelt's plan to raise wages 
through the United States will succeed, 
because it is based on intelligent sel- 
fishness. For higher wages mean in- 
creased buying power and will help us 
all."—Edward A. Filene. 


WORLD STAKE IN OUR 
RECOVERY 


“In my opinion, not only the United 
States, but the entire world has a vital 
stake in the success of President Roose- 
velt’s recovery plans. I feel that it is 
the duty of every citizen to extend his 
or her full co-operation to the Govern- 
ment in overcoming an emergency of 
this kind. New Zealand is following 
the course of business recovery plans in 





WHAT THEY SAY 


SIGNIFICANT EXTRACTS FROM CURRENT COMMENT 


the United States with the keenest pos- 
sible interest and with every hope that 
they will be fully successful..—G. W. 
Forbes, Prime Minister of New Zealand. 


GOVERNMENT AS A 
REGULATOR 


“The recent decade has yielded some 
fine achievements in the analysis and dis- 
cussion of major economic problems. At 
the same time there have been dissemi- 
nated more drivelous nonsense, glitter- 
ing half-truths, and patent fallacies than 
in any equal period in history. 

e ¢ 4 

“Regulation at best is an anomalous, 
temporizing expedient, tolerable only - 
because competition cannot function, 
and because governments, sadly incom- 
petent to operate, are believed to be 
sufhciently competent to regulate. We 
have now as much regulation as even 
nominally democratic government can 
endure; and the job is miserably done, 
even at the hands of what is probably 
our most competent and scrupulous 
public body.”—H. C. Simons, in Jour- 
nal of Political Economy. 


N. R. A. DOESN’T GO FAR 
ENOUGH 


“Shorter working hours and distribu- 
tion of employment, with the establish- 
ment of a higher minimum wage are ex’ 
cellent objectives, but through them we 
do not strike at the root of our difficul- 
ties. No permanent reforms in’ our 
economic system are possible until we 
alter the present system of income dis- 
tribution.”—Professor Walter Rauten- 
strauch, Columbia University. 


SOUNDNESS OF DEPOSIT 
GUARANTY 


“The great question before us today 
is not the soundness or unsoundness of 


a deposit guaranty plan but a sound 
banking system. 


The guaranty plan 
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involves a temporary fund and a per- 
manent fund. The temporary fund is 
based on limited contributions, and the 
contacts of this commission indicate that 
most bankers are inclined at this time 
to go along with the temporary fund on 
the ground that it does not involve a 
commitment to the permanent fund as 
now written on the statute books. 

“It appears to be the feeling of most 
bankers that, if the facts with regard to 
the permanent plan become generally 
known and if it proves to be the case 
that the operations of this plan threaten 
the stability of the strong banks of the 
country, the common sense and fair 
play of the public and of Congress will 
lead to suitable modifications.”—State- 
ment by committee of Association of 
Reserve City Bankers. 


THE CAUSE OF THE NUMEROUS 
BANK FAILURES 


“Various and several reasons have 
been advanced to explain the catastro- 
phic list of bank failures throughout the 
country during the past ten years, such 
as too many banks, poor management, 
one crop banking, inadequate capital 
and other causes. These factors have 
always been with us, and to a certain 
extent may continue. The basic, funda- 
mental cause of wholesale failures has 
been the business depression, and noth- 
ing else.-—O. Howard Wolfe, cashier, 
Philadelphia National Bank. 


THE CALL TO LEND 


“The unenthusiastic response of the 
bankers to the N. R. A. plea that they 
step in and extend credit for produc: 
tion is confirmed by the condition report 
of member banks in 90 leading cities. 
This shows a decrease of $123,000,000 
in net demand deposits and a total de- 
cline of $105,000,000 in loans and in- 
vestments. The bankers find it impos- 
sible to toss caution to the winds and 
embark upon a program of generous 
lending when so many of their clients 
are seriously embarrassed by the imposi- 
tion of the recovery program. In many 
cases merchants and producers have been 
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hanging on desperately during the past 
three years, living on capital accumula- 
tions and borrowing. ‘They now find 
with the first hope of recovery that a 
substantial increase in costs is placed 
upon them as the price of survival.” 
The Econostat. 
AN OPPORTUNITY FOR 
BANKERS 


“The N. R. A. is not a divine revela- 
tion. It is simply an expression of the 
best judgment of a group of men who 
are fighting against time to prevent a 
collapse of our political, social and 
economic life. 

“Here is a magnificent opportunity 
for the banking fraternity to step into 
the breach with a spirit compounded of 
courage and caution, and thus enable 
the smaller enterprises of the nation to 
follow the flight of the blue eagle.”— 
Dr. Glenn Frank, president, University 
of Wisconsin. 


SHOULD BANKS SELL 
INSURANCE? 


“If it be economically unsound and 
morally dangerous for banks to sell secu- 
rities through affiliates organized for the 
purpose, why is it not equally unsound 
and dangerous for those same banks to 
engage in the sale of insurance? It is, 
and always has been, my firm belief that 
the economic unsoundness of banks in 
the insurance business lay in the diver- 
sity of the two interests—each a spe- 
cialty in itself—and that the moral 
danger arose from the inherent coercive 
power of credit."—Wéalter H. Bennett, 
secretary-counsel, National Association 
of Insurance Agents. 


HARM DONE BY MORTGAGE 
MORATORIUMS 


“We are strongly opposed to a legal 


moratorium except on payments on 
principal on homes. We hold that the 
true interest of owners of real estate is 
best served by restoration of confidence 
in the real estate market, and, since 
mortgage money is the life blood of 





WHAT THEY SAY 


real estate, anything affecting such in- 

vestments adversely will destroy rather 

than create confidence in the market. 
e--.% 

“We maintain that under any cir- 
cumstances a moratorium on taxes and 
interest would be unthinkable not only 
because it would prevent mortgagees 
from fulfilling their sacred obligations 
to those who entrusted their money to 
them, but it would unquestionably en- 
courage laxity toward meeting these ob- 
ligations in the future.”—Mortgage 
Conference of New York. 


NEW POWER FOR BANK 
ADVERTISING 


“Generally speaking, the Banking Act 
of 1933 gives added power and influ- 
ence to bank advertising. Under the 
old conditions banks could, and in some 
cases did, advertise their ‘strength and 
safety) in Friday's newspapers and 
were closed over the week-end. Under 
the old order, due to numerous bank 
failures, the statements made in adver- 
tising of banks might be doubted by the 
public. In the new order of banking, 
sans speculation and plus deposit insur- 
ance, bank advertising will receive 
greater public acceptance as true and 


believable."—Edwin Bird Wilson. 
THE GOLDEN MEAN 


“We must find a working compro- 
mise between free and easy banking, 
which results in periodic distress, and 
a system so loaded down with laws and 
regulations that, while it may be theo- 
retically perfect, it will in fact fail to 
provide the freely flowing life-blood of 
industry and agriculture which is its 
chief reason for existence.” —Statement 
of committee of Association of Reserve 


Citv Bankers. 


THE TREATMENT OF SMALLER 
BANKS 


“I cannot understand the attitude 
that is being displayed toward the 
smaller banks and the smaller communi- 
ties of the nation. It seems to be wholly 


inconsistent with the general program 
of the administration to release pur- 
chasing power. It is a question not 
only of freezing banks but freezing 
communities, and a serious mistake is 
going to be made by anyone who be- 
lieves that this nation can recover simply 
by taking care of the Chicago and New 
York banks without regard to the 
smaller towns and cities and their little 
merchants and manufacturing and farm- 
ing enterprises.”—-Congressman Samuel 
B. Pettengill of South Bend, Ind. 


THE LIMITS TO DOMESTIC 
RECOVERY 


“The three main international prob- 
lems which we must conquer are the 
burden of the international debt obliga- 
tions, the barriers to trade caused by 
high tariffs, and the lack of stabilized 
relations between the monetary units of 
the leading nations of the world. When 
we deal with these we are strengthening 
our domestic situation tenfold. Our 
domestic program can only go so far if 
it does not take into account these 
underlying factors..—Nicholas Murray 
Butler. 


THE PROBLEM OF EATING THE 
CAKE 


“If we want to sell farm products 
abroad in somewhat near the old quan- 
tities, then we shall have to change our 
minds about the war debts. If we are 
going to insist on payment of the debts, 
we shall have to abandon all hope of a 
healthy export trade in farm products 
for a long, long time to come.’”—Secre- 
tary Wallace. 


HAS AMERICA LEARNED? 


“The entire future of America may 
well depend on whether we have learned 
anything from 1929; whether we show 
restraint and caution in our present 
danger, or insist again upon guzzling 
quick profits on margin, regardless of 
the consequences to individuals and the 
nation.”—James Truslow Adams, in 


The New York Times. 

















Are You Going to Get Your 
Share of Business in the Recovery? 








’ HETHER or not we have actually turned that long awaited ‘‘corner’’ 
it seems to be generally agreed that things are on the mend. Indus- 
trial production is increasing; more and more men are going back to work. 


How generously your bank will share in these better times depends upon 
how effectively you adapt your advertising and selling plans to new conditions, 


Now is a good time to consider the possibilities of your trust department 
as a source of profit to your bank and its stockholders. And here is a book 
which is the last word on trust development—tells you how to gauge the 
potential market for trust service in your community; tells how much it is 
worth while to spend getting it; and then goes thoroughly into the technique 
of advertising, merchandising and selling trust service. 





New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


















THIS is the only book ever published which 

takes up the whole sales problem of the trust 
department and discusses every phase and facet 
of this highly professional function. It attacks 
the questions in their large sense as well as 
minutely and individually. It takes its theme 
from conditions as they are today, and is thor- 
oughly up to the minute. 












New Business for 
the Trust Department ~ 





Many Illustrations 








Theodore Tefft Weldon 

The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from beginning 
to end with examples of successful practices and 
plans. It should be read repeatedly, referred to, 
and become a text book for all trust officers and 
their assistants when considering the growth of 
their departments. It is invaluable to the 
seasoned solicitor, and a veritable gold mine of 
information to new salesmen. Advertising men 
will find it an inspiration in preparing copy. 
Directors and heads of banks will gain from it 
an authentic picture of the value of trust activity, 
and a gauge with which to measure the efficiency 
and soundness of the department's advertising 
and selling technique. 


BANKERS PUBLISHING COMPANY, 465 Main St., Cambridge, Mass. 
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“| have always thought 
that Ted Weldon certainly 
knew his stuff, and his 
book proves it. | am espe- 
cially intrigued by chapter 
two. This is the type of 
analysis | have never seen 
before.” 


—DON KNOWLTON 


















Enthusiastic Reception for 
the only complete treatise on— 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


“J have awaited with a great deal of interest the 

publication of Mr. Weldon’s book, ‘New Business 

for the Trust Department.’ The book came to my Ww. z. BROCKMAN 
desk this morning and, after spending a large portion Assistant Secretary } 
of the day in going through it, I am more than Northwest Bancorporation 
pleased with its contents.” Minneapolis 


“Mr. Weldon’s style is excellent, his exposition clear, 

and while one may not agree entirely with him he 

stimulates constructive thought in every chapter. It 

is a book that an executive can incorporate into his 
W. H. BROWN own thought and develop the ideas more thoroughly 
in the weekly meetings of the trust representatives. 
It is not often that one has an opportunity to recom- 
Boston mend a book of this type so highly.” 


Assistant Vice-President 
Old Colony Trust Company 


“I certainly share your enthusiasm for Ted Weldon’s 

new book, ‘New Business for the Trust Department.’ 

It is seldom that one finds in one individual the 

various qualities that are combined to create this 

book. The sales, the advertising and the trust view- 

point are admirably combined in it in a very forceful 

and happy style. It is seldom that a trust man is TOWNER PHELAN 

also an advertising man and a salesman. Ted Weldon St. Louis Union Trust Company 
is all of these and the fact reflects in his book.” St. Louis 


Examine This Valuable New Book at Your Own Desk 


UT you don’t have to take the word of the publisher nor the recom- 
mendations of these men as to the value and usefulness of this new book. 
All you have to do is fill out and mail the approval order blank below and the 
book will come to your desk for ten days’ free examination. If it doesn’t 


come up to your expectations, you have only to return it and the transaction 
is closed. 


APPROVAL ORDER 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Please send me for examination a copy of “New Business for the Trust Depart- 
ment” by T. T. Weldon. After ten days I will either return the book or send you 
my check for $5. 


Bank or Trust Company 


Address 
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THE FEDERAL RESERVE Act: Its Origin and 
Problems. By J. Laurence Laughlin. New 
York: The Macmillan Company. $3.50. 


RaRELY does the reviewer of a book on 
banking find in his material a source of 
amusement; but this work must be accredited 
as an exception to this rule—for it is not 
lacking in comedy to those who remember 
the history of the epoch of which it treats. 
In saying this there is no intention what- 
ever to poke fun at the venerable and 
learned author. Professor Laughlin is one 
of the best-known and ‘ablest of our writers 
on money and banking. He has labored long 
and valiantly in behalf of sound principles. 
But in this instance he seems too much con- 
cerned about his personal part in shaping 
the Federal Reserve Act. Should he not 
have borne in mind, before writing this book, 
that it matters little to whom credit is given 
for any particular piece of work, so that the 
work be done? Besides, the witticism of the 
late Paul Warburg is applicable in this in- 
stance. Mr. Warburg pointed out that there 
were so many claimants to the paternity of 
this celebrated piece of banking legislation as 
to cast doubts on its legitimacy! Possibly, 
in view of all that has happened, pride in 
the offspring may have diminished. But not 
so in the case of Professor Laughlin. He is 
anxious to have it set down in history's 
pages that he took a hand in framing the 
Federal Reserve Act. 

But the really amusing feature of the vol- 
ume is to be found in the sparring for posi- 
tion with Dr. H. Parker Willis. The latter, 
as a student of the University of Chicago, 
was regarded by Professor Laughlin as _ his 
economic child, and he was naturally pained 
at the unfilial conduct of Dr. Willis in not 
fully recognizing his claims to authorship of 
the act, something the latter could hardly do 
in view of his own work in shaping the 
measure. As it turned out, the credit of the 
work went to Senator Glass. 

When a complete history of the origins of 
the Federal Reserve Act is written, it will go 
much further back than is done in this vol- 
ume, and will recognize the work of many 
men not mentioned by Professor Laughlin. 

As Professor Laughlin points out, much 
valuable work in preparing the way for 
banking reform was done by the National 
Citizens’ League, of whose executive commit- 
tee he was chairman. His wise guidance of 
this organization cannot be too highly 
praised. 

One of the worst features of the Federal 
Reserve Act is that making the Federal Re- 
serve notes Government obligations. For 
this heresy we are chiefly indebted to the 
late William J. Bryan. In dealing with this 
pit of the act, Professor Laughlin says: 
“When Mr. Glass insisted that the Federal 
Reserve notes could not possibly be regarded 
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as Government notes, since they could be 
put out only by a bank, the President ex- 
pressed his compromise as follows: ‘Exactly 
so, Glass. Every word ycu say is true: the 
Government liability is a mere thought. And 
so, if we can hold the substance of the thing 
and give the other fellow the shadow, why 
not do it, if thereby we may save our bill. 
As a matter of fact the ‘other fellow’ (Mr. 
Bryan) got a very substantial shadow. He 
regarded this victory as a triumph, and it 
was—a triumph of an exceedingly vicious 
principle.” 

There are many interesting sidelights in 
the story about the efforts of Mr. McAdoo 
and Col. House to substitute a different bill 
being especially so in view of their close 
relations to the President. 

The concluding chapters on inflation and 
deflation and the organization of credit 
would alone make the book of great value. 

In showing that credit grows out of the 
exchange of goods Professor Laughlin places 
the horse in right relation to the cart. 


ECONOMIC DEVELOPMENT OF THE UNITED 
States. By Isaac Lippincott. New York: 
D. Appleton & Co. $4.00. 


In this third edition of Professor Lippincott’s 
work not only has much new material been 
included, but the book has been largely re- 
written, making it applicable to the times. 
The concluding chapter on economic prog: 
ress is of special interest. Admitting the 
difficulty of formulating an accurate defini- 
tion of the term, and after presenting a 
number of evidences of advancement, the 
author says: 

“But still it must be urged that it is not 
an easy matter to answer the question 
whether our economic development has been 
productive of progress. Certainly the an- 
swer will not be entirely satisfactory to those 
who command a vast volume of figures re- 
lating to the growth of wealth and its dis 
tribution.” 


MopERN ForEIGN ExCHANGE. By Franklin 
Escher. New York: The Macmillan Com- 
pany. $2.00. 


On and off the gold standard, rate of ex- 
change, mint value, balances of trade, gold 
shipments, import quotas—all these are terms 
which are freely bandied about in our mod- 
ern world but of which the precise meaning 
is often rather vague, even to the users them: 
selves. In an attempt to clarify in the mind 
of the layman the whole foreign exchange 
picture, Mr. Escher has written this excellent 
compact volume, in which he explains clearly 
and with sufficient detail why a decline in 
the pound at Paris raises the franc in New 
York, under what conditions actual bars of 
gold are shipped from country to country 
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and how exchange is carried on between 
countries on different monetary standards. 

The book was written before our own 
withdrawal from the gold standard, but Mr. 
Escher treats England’s at some length. He 
shows what economic forces reduced the 
Bank of England’s gold supply to a dan- 
gerous ievel, what steps the government took 
to meet the crisis and how the suspension of 
gold payment affected the country’s business 
activities. He also discusses the conditions 
under which going off gold produces a vio- 
lent rise in the price level and why England's 
abandonment of gold was not followed by 
conditions similar to those in Germany and 
France after the war. 

Although the book is not intended as a 
manual for foreign exchange practise, theory 
is illustrated with concrete examples of trans- 
actions, and the whole subject is set forth 
in the light of everyday business instead of 
the semi-sacred mystery it has formerly ap- 
peared to many people 


CAPITALISM AND ITs ALTERNATIVES. Com- 
piled by Julia E. Johnsen. New York: 
The H. W. Wilson Co. $2.40. 

For those who wish an instructive discussion 
presenting both sides of capitalism, socialism, 
communism and fascism this volume will 
prove most useful. The selected articles are 
from authoritative sources, and the bibli- 
ography of each subject is extensive. 


AN INTRODUCTION TO MONEY AND CREDIT. 
By James Dysart Magee. New York: 
F. §. Crofts & Co. $3.50. 


TuHIs is a revised edition of this standard 
work, whose popularity is indicated by the 
fact that the present is the third printing of 
it. The revision brings much of the informa- 
tion up to date. These are times when the 
subjects treated of in this volume of 502 
pages are of great interest to bankers and 
others. On account of its comprehensiveness 
and impartiality the volume merits high com- 
mendation. 


28 Days. A History of the Banking Crisis. 
By C. C. Colt and N. S. Keith. New 
York: Greenberg. $1.00. 


In a brief but comprehensive survey the 
authors of this small volume have presented 
a day-by-day account of events from Febru- 
ary 14, when Governor Comstock declared 
“an eight-day banking holiday for the State 
of Michigan, through the ominously mount- 
ing reports of other bank restrictions and the 
national holiday itself, to the reopening of 
the banks on March 13. 

The authors have made no attempt to as- 
sign the fundamental causes of the country’s 
bankins difficulties nor to evaluate the meas- 
ures which were taken to remedy them. The 


book is a straightforward newspaper presenta- 
tion of facts, and is valuable because it sets 
forth in a simple and accessible way the 
exact order in which events occurred and the 
effect that each day’s happenings had on the 
security and foreign exchange markets. 

The style is clear and very readable, and 
the photographs of important people and 
dramatic moments give vivid actuality to a 
phase of recent history that is already slip- 
ping into the background of our minds. 


GREAT BRITAIN FROM ADAM SMITH TO THE 
PresENT Day. An Economic and Social 
Survey. By C. R. Fay. New York: Long- 
mans, Green and Co. $3.20. 


Proressor Fay is Lancashire-born, and he 
admits that some say his pride in the docks 
and mills of the North amounts to an ob- 
session. “But how can I enjoy them,” he 
asks, “unless I believe, and try to show, that 
the throbbing life of industrialism will yet 
win through to happiness and beauty?” In 
this instance he has tried to show this belief 
by a long and comprehensive, yet thoroughly 
fascinating, history of England’s development 
in production and trade. Professor Fay is 
not an alarmist; he sees conditions as difficult 
and perplexing, but perhaps not more hard 
and obscure than the problems his country 
has had to solve down all the line of her 
development. The book vividly illustrates 
how England has pursued her phenomenally 
successful course of muddling through, and, 
by this very fact, implies a faith that the 
nation that has come through so many grave 
crises may by grace of the same forces sur- 
vive still others, 

In four main divisions Professor Fay treats 
Fiscal Policy and Finance, Trade and Trans- 
port, Agriculture and Industry, Life and 
Labor. In chapters and sub-divisions smaller 
phases of these topics are discussed: Imperial- 
ism, trade balance, roads and canals, agri- 
culture, various special industries, laissez- 
faire, political economy, trade unions, insur- 
ance, the co-operative movement. Perhaps of 
most interest to the banker will be the chap- 
ter on Currency and Banking, which covers 
in some detail the gold standard, the Bank 
of England, English provincial banks and 
Canadian banking methods. 

The book is a history of modern industrial 
England. It is also a commentary on con- 
temporary conditions; for, in this third edi- 
tion, Professor Fay has brought the discussion 
of his subject down to the summer of 1932 
and included in his treatment the world de- 
pression, present-day unemployment, Eng- 
land’s defection from the gold standard and 
the results of the Ottawa Conference. The 
value of the book is further enhanced by an 
annotated list of volumes on financial and 
economic subjects published since 1928, sug- 
gested readings to supplement the text and 
appropriate notes and index. 
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THE GoL_p STANDARD AND Its Future. By 
T. E. Gregory. New York: E. P. Dutton 
& Co., Inc. $1.50. 


Ever since England was forced off the gold 
standard in 1931 there has been hot debate 
as to whether or not she should ultimately 
return to gold, and, if so, when and at what 
parity. In The Gold Standard and Its Fu- 
ture T. E. Gregory, professor of currency 
and banking in the University of London 
and professor of social economics in the 
University of Manchester, tells why he be- 
lieves the gold standard constitutes the best 
method of regulating currency values, why 
he thinks England should return to gold as 
soon as possible and what he considers will 
be a just parity for the pound. The alterna- 
tives to a return to gold are, he admits, at- 
tractive on the surface, but when investigated 
show fundamental weaknesses. In an inde- 
pendent paper standard he sees the doom 
of London's financial supremacy, and a cur- 
rency union within the Empire or with the 
Scandinavian countries would, he fears, en- 
tail grave problems of management without 
actually securing the prestige which it seems 
to promise. 

The book was written when England's de- 
parture from gold was still something of a 
shock. Statements like “Even if it could be 
argued that progress would be furthered by 
the final dethronement of gold is it conceiv- 
able that France and the United States, ex- 
cept as the result of catastrophe, would con- 
sent to take the plunge?” have a slightly 
archaic ring. But this does not invalidate the 
sound argument and painstaking analysis 
with which Professor Gregory supports the 
gold standard and endeavors to show that 
the economic and financial instability from 
which we have been suffering cannot justly 
be attributed to flaws in the standard itself. 
His discussion of international equilibrium, 
the workings of the gold standard in recent 
years and the causes of breakdown contains 
much information on the problems of inter- 
national finance and price levels which will 
be of value in the consideration of any coun- 
try’s monetary difficulties. 


THE Wortp Economic Crisis. 1929-1932. 
By Paul Einzig. (Third ed.) London: 
Macmillan and Co., Limited. $2.25. 


THE FIGHT FOR FINANCIAL SUPREMACY. 
By Paul Einzig. (Third ed.) London: 
Macmillan and Co., Limited. $2.25. 

It is often interesting to get a different point 

of view on questions that have been trou- 

bling our minds for long, and in these volumes 

Mr. Einzig presents a distinctly British at- 

titude toward,the causes of the depression 

and the problems of world trade. In re- 
viewing the possible causes of the crisis he 
treads some well-worn ground, but he differs 


from most American economists in the great 
importance which he attaches to the part 
played by French governmental policy in 
bringing about monetary instability. Blaming 
France as he does for England's being forced 
off gold in 1931, he cannot avoid some 
bitterness in his discussion of the French 
handling of foreign balances; and in The 
Fight for Financial Supremacy he makes clear 
the wide divergence between British and 
French thought on the subject of interna- 
tional trade relations. He is inclined, too, to 
blame Soviet trade tactics for playing a 
definite part in the depression and to see in 
that country’s “dumping” policy a potent 
threat to the world stability of the future. 

In The World Economic Crisis Mr. Ein- 
zig goes over the events leading up to the 
crisis and its probable causes, and advances 
his own ideas as to how recovery may be 
assured through greater co-operation. In 
addition he presents in the appendix a com- 
pact and comprehensive summary of the way 
in which the various individual countries 
have been affected by the slump. 

The Fight for Financial Supremacy is con- 
cerned with one aspect of the recovery prob- 
lem, the question, Can London recover ker 
position as the greatest financial center of 
the world? His answer is, patriotically 
enough, in the affirmative, and he sums up 
London’s financial advantages and the draw- 
backs of lack of interest, trade restrictions 
and inadequate facilities suffered by other 
important cities. But in doing so he man- 
ages to discuss also a great many more 
general policies connected with foreign ex- 
change and to show, not only why London 
has unrivaled advantages for handling the 
world’s resources, but what advantages any 
country must possess to give it a command- 
ing position in the field of international 
finance. 


Minor PAPERS ON THE CURRENCY QUES’ 
TION. By David Ricardo. Ed. Jacob H. 
Hollander. Baltimore: The Johns Hopkins 
Press. $3.00. 

At the time that David Ricardo’s “Notes on 
Malthus” were found and published (1928) 
there was discovered also some miscellaneous 
manuscript material in very uneven condi- 
tion, some clearly titled and paged, some in 
fragmentary form scribbled on the backs of 
old letters or reports. With great care and 
patience Mr. Hollander has succeeded in 
getting this material into readable, logical 
form and in ascertaining at what time and 
under what circumstances the various items 
were written. 

The material may be divided into three 
main classes: Annotations both summarizing 
and criticizing books on economics which 
Ricardo was reading (Locke’s “Raising the 
Value of Money” or Thornton’s “Paper 
Credit,” for instance); letters written to the 
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Morning Chronicle in defense of the “Bul- 
lion Report” of 1810; and a small amount of 
correspondence with Say, James Mill, J. L. 
Mallet and others. 

It cannot but be conceded that these pages 
form a very real contribution to our under- 
standing of the theories of this famous 
economist. The dispassionate, theoretical 
tone of their style strikes rather an archaic 
note amongst all the flurried, vehement ap- 
peals and protests of the present time. But 
the letters on the “Bullion Report” espe- 
cially—in which Ricardo advocates a return 
to specie payment and writes with some ani- 
mation against the depreciation of money— 
have a very timely interest today. No one 
who has read the early theories of political 
economy advanced by men like Adam Smith 
and Malthus will want to miss the additional 
light that these papers throw on the contro- 
versies of the Napoleonic era. 


NEw 
CorPORATIONS. 


York Laws AFFECTING BUSINESS 
Edited by J. B. R. Smith. 
New York: United States Corporation 
Company. $2.00. 


Tuis is the fourteenth edition of this pub- 
lication, revised to May 10, 1933. It is 
believed that the present edition contains 
all the New York legislative acts relating to 
the organization and statutory regulation of 
private business corporations. The synoptic 
analysis and augmented annotations of court 
decisions are valuable features of the new 
edition. 


No More War ON PRIVATE INVESTMENTS. 
By Dr. F. W. Bitler and Dr. A. Zelle. 
Philadelphia: Dorrance & Co., Inc. 7c. 


ConTAINS a documented argument for the 
respect of private property in time of war. 


AMERICAN Business Leapers. A Study in 
Social Origins and Social Stratification. By 
F. W. Taussig and C. S. Joslyn. New 
York: The Macmillan Company. $3.75. 


THE purpose of the inquiry on which this 
book was based was: (1) to ascertain from 
what social classes American business leaders 
are recruited, (2) to determine the relation- 
ship between the proportionate contribution 
of each social class to the supply of business 
leaders and the proportion of that class in 
the entire population, (3) to throw some 
light on the relative influence of hereditary 
and environmental factors in producing busi- 
ness success. Accordingly, the authors, 
Professor Taussig of the Department of 
Economics at Harvard and Mr. Joslyn of the 
Department of Sociology, drew up a ques- 
tionnaire which was sent to 15,000 business 
executives throughout the country. These 
questionnaires asked the age of the executive, 
his position, the size of his business, the ex- 
tent of his training, the amount of assistance 
he received in early years, his father’s oc- 


cupation, etc. The answers, analyzed and 
interpreted by the authors, resulted in the 
present volume. 

The matter is taken up in a businesslike, 
scientific way, profusely illustrated by tables. 
The authors have made no~ attempt to 
popularize their style. They have presented 
the complete bare facts, and have qualified 
their conclusions by a full account of pos- 
sible errors, objections or divergent inter- 
pretations. The first part of the book de- 
scribes the methods of compiling the statis- 
tics used and states the facts that were 
noted. A final chapter is devoted to some 
general conclusions. 

For one thing, Professor Taussig and Mr. 
Joslyn show that successful business men 
come, not from the farming and laboring 
classes, as some people would have us be- 
lteve, but from the business class itself. This 
brings up the question of whether business 
in America is becoming a caste. The main 
question of the study, however, is: Does the 
fact that 70 per cent. of our men of superior 
talent come from 10 per cent. of the popula- 
tion show that the children of the lower 
classes are held back by environmental fac- 
tors? To this the authors reply: “Our re- 
sults strongly suggest, even if they do not 
prove, that inequality of earnings between 
the several occupational classes has its origins 
in a fundamental inequality of native endow- 
ments, rather than in an inequality of oppor- 
tunities.” 

The text is followed by an appendix con- 
taining additional statistical data and selected 
“remarks”; and there are detailed chapter 
headings and an index. 


NEW PAMPHLETS 


MunicipaL Dest DeFau_ts. A Report to 
the Executive Committee of the Municipal 
Finance Officers Association of the United 
States and Canada. By Carl H. Chatters, 
with the collaboration of A. M. Hillhouse, 
Simeon E. Leland, Cushman McGee and 
C. E. Rightor. Chicago: Public Admin- 


istration Service. 40c. 


This publication is designed to be of as- 
sistance to municipalities faced with the 
problem of insufficient revenues to meet-their 
obligations. The study summarizes the les- 
sons learned from previous eras of default 
and discusses foreseeing debt trouble, re- 
funding as a solution of difficulties, fixing the 
interest rate on new issues, acceptance of 
bonds for taxes, making mutual agreements, 
legal service and publicity, general debt scal- 
ing and other problems of interest to munic- 
ipal officers or holders of municipal bonds. 
An appendix outlines the debt reorganization 
proposals of several important cities which 
have been forced to default within the last 
few years. 
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THE Economic ANALYSIS OF INDUSTRIAL 
DeprESsION. By Stephen Leacock. Mon- 
treal, Canada: The author. 

A republication of an essay which ap- 
peared originally in the Papers and Proceed- 
ings of the Canadian Political Science Asso- 
ciation for 1933. 


THE Wor.tp EconoMic CONFERENCE. Six 
pamphlets. Chicago: University of Chicago 
Press. $1.00 a set. 

A series of radio addresses on phases of 
the conference by Felix Morley, Gardner 
Jackson, Richard L. Cary, Henry Chalmers, 
Leifur Magnusson, Richard M. Boeckel, 
James Harvey Rogers and Harold C. Moul- 


ton. 


NEW BOOKS 


Great BRITAIN AND THE 
By H. F. Fraser. 
millan Company. 


GoLp STANDARD. 
New York: The Mac- 
$3.00. 


A study of the world economic depression. 


MELLON’s MILLIONS 
New York: The 
$3.00. 


A biography of Andrew Mellon. 


By Harvey O'Connor. 
John. Day Company. 


Dest AND Propuction. By Bassett Jones. 
New York: The John Day Company. 
$2.50; paper $2.00. 

A discussion of the mechanism of economic 
production. 


THE Mirrors OF WALL STREET. Anony- 
mous. New York: G. P. Putnam’s Sons. 
$2.50. 
Sketches of 


thirteen American financiers. 


FACTS AND FiGuRES ABOUT THE Crisis. 
H. Dunlop. Amsterdam, Holland: H. J. 
Paris. American agent: G. E. Stechert, 
New York. 

The translation of a Dutch treatise on the 
international economic crisis. 


By 


A PRIMER OF “New Dea.” Economics. By 
J. George Frederick. New York: The 
Business Bourse. $2.00. 


A presentation and interpretation of the 
new economic program. 


Business Letters. By Walter Kay Smart 
and Louis William McKelvey. New York: 
Harper & Brothers. $3.50. (Textbook 
ed. $2.75.) 


A handbook for the 


letters. 


writers of business 


One HunprRED YEARS OF THE SUFFOLK 
SAVINGS BANK. Boston: The Suffolk Sav- 
ings Bank for Seamen and Others. 

A history of the origin and. growth of 
the bank, illustrated from photographs and 
old prints. 


THE INHERENT FUNCTIONS OF MONEY. By 
William Brown. Chicago: McAllister 
Publishing Co. 

A study of the economic needs of the 
present day. 


BANKERS vs. CONSUMERS. 
lon. New York: The 
pany. $1.50. 

An indictment of the present banking 
system and some suggestions as to how it 

--uld be improved. 


By Guy W. Mal- 
John Day Com- 
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REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 


N the midst of an experiment in trade 
and industry characterized by new 
and radical features, the country 

seems to be making steady progress to- 
ward economic recovery. If the quali- 
fying word “seems” is employed instead 
of some more positive term, it is because 
the experiment had not proceeded far 
enough in mid-August to warrant an ex- 
plicit statement of its success. One 
striking fact is in evidence—the general 
willingness of practically all branches of 
industry, trade and finance to work to- 
gether in achieving the objectives the 
Administration has in mind. The usual 
indexes of prosperity continue upward, 
although recessions here and there have 
occurred in recent weeks; but, on the 
whole, production and trade have es- 
caped the mid-summer slump reasonably 
to be expected. One of the very en- 


couraging features in the present situa- 
tion is the gain being made in income 
of the leading railway systems. As 
shown by compilations made by the 


Commercial and Financial Chronicle 
the gain in net earnings for June of this 
year was 100 per cent. above the figures 
for the same month in 1932. There has 
been some apprehension that production 
is running too far ahead of present con- 
sumer demands, and also that prices are 
rising more rapidly than wages. The 
energetic efforts now being put forth to 
increase employment and wages will, if 
successful, correct this situation. Some 
revival in building activity is taking 
place, although improvement in this 
direction is being retarded by the ab- 
normal mortgage situation. Notwith- 
standing the July collapse in stock 
speculation and some minor recessions 
in production and trade, it seems safe 
to say that the country is gradually but 
surely making gains, and that these 
gains, all things considered, are being 
fairly well maintained. 

The Wall Street Journal stated on 
August 14: 


While industry generally is continuing to 
offer the fullest co-operation with the Ad- 
ministration in carrying out its program, 
there are evidences that some are finding its 
provisions burdensome enough, temporariiy at 
least, to cause worry. Processing taxes, im- 
posed under the provisions of the Farm Re- 
lief Act, are making trouble in the textile 
industry, too. Labor troubles are quieting 
down, due to the efforts of the Recovery 
Administrator and his aides, but they aren't 
out of the picture yet. 

Despite the uncertainties caused by the 
workings of NIRA, the general business 
ievel is holding up well. Consumer buying 
in the lighter lines is holding up in good 
style, but in the heavy industries the taper- 
ing in demand is continuing. Such a slack- 
ening is seasonally normal at this time, and 
has not aroused any unsettlement as yet. So 
far as production goes, it is sliding off some- 
what, but electric power indexes and the steel 
operating rate indicate no great diminution. 
Securities markets, however, aren't paying 
as great attention to current figures on in 
dustrial output and distribution as they are 
to attempting to figure out what the Ad- 
ministration’s next move will be. The possi- 
bility that some new inflationary move may 
be undertaken stimulated buying of stocks on 
even the minor set-backs. 

Although steel production was well main- 
tained for this season, there has been a 
further shrinkage in new buying. Output 
has been bolstered by specifications from 
consumers against old contracts. Evidence 
of the decrease in demand is seen in decreases 
in unfilled orders experienced by all the lead- 
ing companies. U. S. Steel Corp. reported a 
drop of 86,546 tons in its bookings as of 
the end of July, and there will be another 
decrease this month unless buying increases 
sharply in the next few weeks. 


WHAT THE MONTHLY LETTERS SAY 


From the monthly trade letters, and 
other sources, the following information 
is taken: 


U. S. DEPARTMENT OF COMMERCE 
{August 13} 


Moderate recession in business activity is 
indicated by the statistical data currently 
assembled by the Survey of Current Busi- 
ness. While the trend of most of the avail- 
able statistics is downward, the decline is 
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partly seasonal in character and has not been 
marked in any particular direction. All of 
the major indexes continue to record sub- 
stantial improvement over a year ago. 


AUGUST LETTER 
{National City Bank of New York] 


There is no ground for ascribing to the 
market break any important influence on the 
business situation. The vertical rise of the 
business indexes continued uniformly during 
the forepart of July, but in a few lines gave 
signs of pausing toward the end of the 
month. This was to be expected after four 
months of continuous advance at the greatest 
rate attained in any business recovery of 
record, and the general view as to the prob- 
ability of a fall upswing is not disturbed by 
it. On the contrary, the speed of the rise 
had already roused apprehensions that pro- 
duction was running ahead of the prospec: 
tive retail distribution. 


COL. LEONARD P. AYRES 


[ Vice-President, Cleveland Trust Company, 
August 15} 


Industrial production is increasing, com- 
modity prices are advancing and _ business 
activity is growing in most of the important 
countries of the world. In this country a 
large part of the exceptionally rapid expan- 
sion of industrial production during recent 
months has been due to speculative demand 
caused by the anticipation of inflation. 
Nevertheless much of the improvement has 
a more solid basis, and represents our par- 
ticipation in a general movement of world- 
wide recovery. Most of the nations of the 
world are adopting policies which seek to 
secure for them increasing economic inde- 
pendence from other nations, but month by 
month the records show that they are in 
reality largely interdependent. 


FINANCIAL STATEMENT 
{General Motors Corporation, August 4] 


Net sales of General Motors Corporation, 
excluding intercompany and inter-divisional 
transactions, for the second quarter ended 
June 30, 1933, amounted to $191,954,311, 
as compared with $147,134,818 for the sec- 
ond quarter of last year. Net earnings of 
the corporation, including equities in the 
undivided profits or the losses of subsidiary 
and affiliated companies not consolidated, for 
the second quarter ended June 30, 1933, 
were $41,198,169. This compares with 
earnings of $5,326,377 for the correspond- 
ing quarter of a year ago. After deducting 
dividends of $2,294,805 on the preferred 
stock, there remains $38,903,364, being the 
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amount earned on the common shares out- 


standing. This is equivalent to $0.90 per 
share on the average common shares out- 
standing during this quarter, and compares 
with $0.07 per share earned in the second 
quarter of 1932. 

Net sales for the six months ended June 
30, 1933, amounted to $311,954,474, as com- 
pared with $296,798,534 for the correspond- 
ing period of 1932. Net earnings, includ- 
ing equities, were $48,068,176, or the 
equivalent, after deducting dividends of 
$4,589,735 on the preferred stock, of $43,- 
478,441, or $1.01 per share on the average 
common shares outstanding during _ this 
period. This compares with net earnings of 
$15,019,404 for the corresponding six months 
of 1932, which, after the deduction of pre- 
ferred dividends, amounted to $0.24 per 
share earned on the common stock. 

During the second quarter ended June 30, 
1933, General Motors dealers in the United 
States delivered to consumers 259,395 cars 
and trucks, compared with 202,060 cars and 
trucks in the corresponding quarter of 1932 
—a gain of 57,335 units, or 28.4 per cent. 
Sales by General Motors operating divisions 
to dealers in the United States during this 
quarter amounted to 260,178 cars and trucks, 
compared with 175,447 cars and trucks in the 
second quarter of 1932—a gain of 84,731 
units, or 48.3 per cent. Total sales to deal- 
ers, including Canadian sales and overseas 
shipments, amounted to 298,873 cars and 
trucks, compared with 197,659 cars and 
trucks in the second quarter of 1932—a gain 
of 101,214 units, or 51.2 per cent. 

For the six months ended June 30, 1933, 
General Motors dealers in the United States 
delivered to consumers 399,764 cars and 
trucks, compared with 345,574 cars and 
trucks in the corresponding period of 1932 
—a gain of 54,190 units, or 15.7 per cent. 
Sales by General Motors operating divisions 
to dealers in the United States during this 
period amounted to 427,762 cars and trucks, 
compared with 341,751 cars and trucks in 
the first six months of 1932—a gain of 
86,011 units, or 25.2 per cent. Total 
sales to dealers, including Canadian sales and 
overseas shipments, amounted to 498,622 
cars and trucks, compared with 394,915 cars 
and trucks in the corresponding period of 
1932—a gain of 103,707 units, or 26.3 per 
cent. 

During the first half of this year, and par- 
ticularly during the second quarter, sales to 
dealers in the United States show a greater 
relative increase over a year ago than is 
shown by deliveries to consumers. Neverthe: 
less, unsold stocks of cars in the hands of 
dealers as of June 30, 1933, were 5380 units 
less than at June 30, 1932. In this connec- 
tion it should be noted that during the year 
1932, owing to the low trend of sales to 
consumers, sales to dealers were necessarily 
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curtailed, resulting in a decrease of 37,201 
units in unsold stocks in the hands of deal- 
ers in that year. The improvement in sales 
trend has been so rapid in 1933 that it has 
been difficult to increase production from the 
previous low levels in order to have adequate 
stocks in the field to fully capitalize the in- 
creased sales possibilities. 

While the above comparisons present the 
facts, the relationships mights perhaps be 
better appreciated by the stockholders if 
expressed in more general terms. Approach- 
ing the matter from that standpoint, we find 
that sales to consumers in the United States 
in the second quarter of 1933 were greater 
than in any quarter since the second quarter 
of 1931, and that total world sales in the 
month of June exceeded those in the month 
of May for the first time since 1922, when 
the country was coming out of the depres- 
sion of 1921. Likewise, earnings on the 
common stock for the second quarter of 
1933 were the most favorable since the cor- 
responding quarter of 1931. 


MONTHLY SUMMARY 


{Security-First National Bank of Los Angeles, 
August 1} 


Steady improvement characterized the 
business situation in Southern California 
during July with many trades and industries 
showing gains, contrary to the seasonal dull- 
ness usually apparent during the summer 
months. Generally speaking, economic ac- 
tivity in this region is now at about the same 
level as prevailed during the first three 
months of 1932. Inasmuch as business in- 
dexes for the country as a whole have ad- 
vanced to the 1931 range, it appears that 
recovery is taking place more slowly here 
than in eastern cities. Such a tendency is 
logical in view of the fact that the depres- 
sion became apparent later and has been less 
severe in California than in many other parts 
of the nation. The largest industries in this 
region, agriculture and petroleum producing 
and refining, have only recently begun to feel 
the benefits of expanding markets and ris- 
ing price leveis. 


MONTHLY BUSINESS REVIEW 
{Federal Reserve Bank of Dallas, August 1] 


Sustained activity in business and industry 
and increasing optimism generated by the 
‘ distinct rise in the price of the district's 
commodities such as cotton, wheat, corn, 
oats, wool, mohair and many commodities of 
lesser importance, were important develop- 
ments in the Eleventh Federal Reserve Dis- 
trict during the past month. Department 
store sales reflected a seasonal decline of 17 
per cent. from the previous month, and they 
were slightly smaller than in the correspond- 


ing month last year. Wholesale distribution 
in a majority of reporting lines showed a 
further gain over the previous month, al- 
though recessions usually occur at this season, 
and sales in some lines exceeded those of a 
year ago by a substantial margin. Merchants 
are enlarging stocks to take care of the ex- 
panding consumer demand and in anticipa- 
tion of the fall trade. Collections evidenced 
a further gain over the previous month. Re- 
flecting the improvement in trade and indus- 
try, charges to depositors’ accounts at banks 
in larger centers showed a further increase 
of 10 per cent, over May, and exceeded those 
in the corresponding month last year by 3 
per cent. 


MONTHLY REVIEW 


{Federal Reserve Bank of New York, 
August 1} 


The New York money market has been 
subject during the past month to conflicting 
influences, some operating in the direction of 
firmer money conditions, and others tending 
to produce even lower money rates. On one 
hand the reserves of the principal New York 
City banks were little, if any, above reserve 
requirements during much of July, so that 
most of the banks had little or no surplus 
funds to employ until near the end of the 
month. On the other hand excess reserves 


of out of town banks reached larger figures 
than at any previous time in recent years, 
and consequently a substantial volume of the 
funds of these banks was seeking employ- 
ment in the New York money market. 


MONTHLY REVIEW 
{Federal Reserve Bank of St. Louis, July 31] 


Continuing the notable improvement of 
the two preceding months, commerce and 
industry in the Eighth Federal Reserve Dis- 
trict moved forward with increased momen- 
tum during June and the first half of July. 
In virtually all lines investigated by this 
bank, substantial gains were recorded in 
production and distribution of commodities. 
The increases in many important classifica: 
tions reversed the ordinary seasonal trends. 
Despite one of the hottest Junes on’ record 
in this general region, there was no slowing 
down in activities at iron and steel plants, 
lumber mills, glass and fire clay manufac- 
tories and in some other industries which 
suspend or heavily curtail operations at this 
time of year. At the middle of July the rate 
at iron and steel working plants was at ap- 
proximately 35 per cent. of capacity, as 
compared with 30 per cent. a month earlier 
and 25 per cent. in May. Estimated melt 
of pig iron and steel scrap in June was 8 
per cent. greater than in May and 14 per 
cent. larger than in June, 1932. 





Effective Bank Letters 


KRETSCHMAR SERVICE 


@ Somebody in your bank knows that you should write better letters 
than you do. 


@ Banks must again give positive attention to the potency of letters— 
because closer customer contacts are essential to improved business 
in the months ahead. Letters expose more than acquaintance with 
rules of grammar and syntax. Their vital import is the message itself. 
wen @ YOU KNOW that in any bank 
mistakes in routine are bound to creep 
in, as are also matters for adjustment 
in which a depositor is at fault or his 
co-operation is to be gained. Frequently 
these require adroit handling. 
@ YOU KNOW that banks promise 
the soundest foresight and judgment, 
especially in perplexing fiduciary mat- 
ters. Yet in every day’s mail, from 
almost any bank, there can be picked 
letters revealing lapses in care, tact, and 
other thought of reaction not sensed by 
the officer signing, but which may 
weigh with the person addressed. 
@ EFFECTIVE BANK LETTERS is 
a service that is pronounced sound 
under the scrutiny and use of hundreds 
of senior bank officers disposed to be 








A practical training developed in 
serving large banks—now released Ea é : 
in loose-leaf form, as a complete critical. It is based on active, prac- 
unit, in 84 x 11 Malloy Binder. tical experience with all types of letters 
WRITTEN FOR PRESENT AND analyzed in expert service to repre: 


FUTURE OFFICERS. sentative banks willing to pay for indi- 


vidual attention. It contains many 
trust letters. It is the only service published that is likely to improve 
bank letters, both routine and special, to your public and to corre- 
spondent banks. Large banks own as many as sixty copies. 


dsiniasatadinitniibeannmamenaennmintlidt RE ae 


Co-operative 1933 Price, $12 Single Copy. (Regular Price, $25.) 


THE BANKERS PUBLISHING CO. 
Kendall Square, Cambridge, Mass. 


Please enter an order for .......... copies Effective Bank Letters (9 sections 
totaling 300 pages, 84 x 11) at a cost of $.......... 


1 to 5 copies, complete in Malloy Binder, temporary offer, $12 each 
5 to 10 copies, complete in Malloy Binder, temporary offer, 11 each 
10 to 15 copies, complete in Malloy Binder, temporary offer, 10 each 


A deposit of $10 accompanies this order and we agree to meet the balance upon 
delivery and presentation of bill. 
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IN THE MONTH’S NEWS 


BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


BENJAMIN STRONG IN NEW POST 


BENJAMIN STRONG, formerly of the Bank of 
the Manhattan Co., New York, has been 
made a vice-president of the United States 
Trust Co. also of New York. Mr. Strong 
is the son of the late Benjamin Strong, the 
first governor of the New York Federal Re- 
serve Bank and one of the outstanding fig- 
ures of postwar finance. He is a graduate 
of Princeton, and studied banking in Europe 
for two years before joining the staff of the 
International Acceptance Bank, which was 
later merged with the Bank of the Manhat- 
tan Co. 


CATHARINE SUCCEEDS KEOUGH AT 
NATIONAL BRONX BANK 


‘RoBeRTtT M. CATHARINE has been elected 
president of the National Bronx Bank, New 
York City, to succeed William T. Keough, 
who has been made chairman of the board. 
Mr. Catharine began his banking career with 
the Title Guarantee & Trust Company in 
1905. In 1919 he resigned as manager of the 
Title Guarantee’s department at Jamaica to 
become assistant cashier of the Bank of the 
Manhattan Company at the headquarters of 
the Queens Division. In 1928 he was pro- 
moted to vice-president, and in 1930 he was 
appointed by the Manhattan Company as 
vice-president of the New York Title & Mort- 
gage Company. 

The National Bronx Bank, a member of 
the Federal Reserve System, was organized in 
1931 as a result of the merger of the Melrose 
National Bank and Port Morris Bank. In 


addition to its main office, it operates three 


branch offices. 


“PAY YOUR TAX” CAMPAIGN 
STARTED 


THE national committee of the “Pay Your 
Taxes Campaign,” under the auspices of the 
National Municipal League, in an effort to 
awaken nation-wide interest in the payment 
of taxes in order to check tax delinquency 
and save municipal credit, has sent a letter 
signed by the twenty-one bankers composing 
the committee to more than 1000 bankers, 
-bond dealers, bondholders and public officials 
throughout the country. ‘We are convinced 
that a continuing campaign is necessary if 
we are to improve credit effectively in this 
critical time,” the letter says. ‘Every one 
interested in municipal bonds or improved 
municipal government should benefit: banks, 
insurance companies, dealers, public officials 
and the taxpayers themselves.” 


Among the New York bankers who con- 
stitute the committee are: Philip A. Benson, 
president of the Dime Savings Bank of 
Brooklyn; Louis Gawtry, president of the 
Bank for Savings; Darwin R. James, president 
of the East River Savings Bank; O. G. Lester, 
vice-president of the Bowery Savings Bank; 
and John Linen, second vice-president of The 
Chase National Bank. 


JUNE 30 NATIONAL BANK FIGURES 
RELEASED 


IN summarizing the figures disclosed by the 
recent reports of the national banks, Comp- 
troller of the Currency J. F. T. O’Connor 
stated that on June 30 there were 4902 
licensed institutions with resources amounting 
to $20,860,491,000, compared with 6016 in- 
stitutions with resources of $23,310,974,000 
on December 31. On June 30, 1932, there 
were 6150 national banks with resources of 
$22,367,711,000. On June 30 of this year, 
in addition to the 4902 licensed institutions 
there were 985 national banks, with resources 
of $1,441,436,000, which were either re- 
stricted or unopened. 

Loans and discounts had decreased $1,727,- 
064,000 since December 31, while holdings 
of United States Government securities had 
increased $270,690,000. Other miscellaneous 
bonds, stocks and securities showed a decrease 
of $482,495,000. Balances due from corre- 
spondent banks and bankers, including re- 
serve with Federal Reserve Banks, showed a 
decrease of $350,792,000 since December, but 
an increase of $686,731,000 since June a 
year ago. 

Cash in banks had decreased $20,238,000 
in the six month period, and surplus funds, 
undivided profits and reserves for contingen- 
cies $269,001,000. Total deposit liabilities 
of licensed banks were $16,774,115,000, 
showing a decrease of $1,743,992,000 since 
December and of $686,798,000 since June, 
1932. The percentage of loans and discounts 
to total deposits on June 30, 1933, was 48.39, 
in comparison with 53.16 on December 31, 
1932, and 58.88 on June 30, 1932. 


NEW BOOK ON CUSTOMER 
RELATIONS 


H. A. Lyon, president of the Financial Ad- 
vertisers Association, has sent to the members 
of the Association a letter announcing the 
publication of a manual on Constructive Cus- 
tomer Relations, sponsored by the Public 
Education Commission of the American Bank- 
ers Association. The book is designed to 
help bank employes handle individual cus- 
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tomers in such a way as to promote confi- 
dence in the individual bank and in the coun- 
try’s banking system as a whole. The 
American Bankers Association is giving one 
free copy to each bank that sends in a request 
for it, with the expectation that the banks 
will later desire to purchase additional copies 
so that each member of the staff may have 
one for his personal use. 

The committee which prepared the manual 
was composed of: I. I. Sperling, Cleveland 
Trust Company, Cleveland; W. E. Brockman, 
Northwest Bancorporation, Minneapolis; W. 
H. Neal, Wachovia Bank & Trust Company, 
Winston-Salem, N. C.; A. R. Gruenwald, 
Marshall & Ilsley Bank, Milwaukee; and H. 
A. Lyon, Bankers Trust Company, New 
York City. The book was on display at the 
A. B. A. Convention in Chicago, and is to 
be discussed at the Financial Advertisers Con- 
vention, which begins September 11. 


NEW LAWYERS COUNTY OPENS FOR 
BUSINESS 


THe new Lawyers County Trust Company, 
New York, representing a consolidation of 
the County Trust and Lawyers Trust Com- 
panies, with former Governor Alfred E. 
Smith as chairman, opened for business on 
August 1. The company has its main office 
at 160 Broadway, and will maintain branch 
offices in the Empire State Building, at Four- 
teenth street and Eighth avenue and at 44 
Court street, Brooklyn. 

At a special meeting of the board of direc- 
tors on the opening day the following officers 
were elected: Raymond M. Frost, Harold S. 
Seal, Thornwell Stallknacht, Archibald Forbes, 
Robert L. Smyth, William K. Schwartz and 
Joseph L. Obermayer, vice-presidents; Walter 
H. Grief, secretary and treasurer; Joseph P. 
Stair and Marshall E. Munroe, assistant treas- 
urers; Harry C. Howe, Lane F. Gregory and 
William G. Scott, assistant secretaries; E. 
Martin Larsen, assistant trust officer. 


ALDRICH ON WESTINGHOUSE 
BOARD 


WINTHROP W. ALDRICH, chairman of the 
governing board and president of The Chase 
National Bank, New York, has been elected 
a director of the Westinghouse Electric and 
Manufacturing Company. 


R. F. C. TAKES $995,000 IN NEW BANK 
STOCK 


THE Reconstruction Finance Corporation has 
authorized the purchase of stock in seven re- 
organized banks, the purchase in each case 
being contingent on the subscription of an 
equal amount of common stock by those in- 


terested in the reorganization. The banks are: 
Commercial National Bank, Chattanooga, 
Tenn., $400,000; First National Bank and 
Trust Company of Covington, Ky., $250,000; 
Commercial Bank of Lexington, N. C., $120,- 
000; Plaza Bank of St. Louis, a new bank 
succeeding the Guarantee Plaza Trust Com- 
pany, $100,000; First National Bank, Pitts- 
field, Me., a new bank succeeding the Pitts- 
field National Bank, $50,000; Walden Na- 
tional Bank in St. Albans, Vt., succeeding 
the Walden National Bank, $50,000; City 
Bank of Tuskegee, Ala., a new institution, 
$25,000. 


SAVINGS BANKS MERGE IN 
WATERBURY 


THE Waterbury Savings Bank, the Dime Sav- 
ings Bank and the West Side Savings Bank, 
all of Waterbury, Conn., have merged to 
form a new Waterbury Savings Bank, with 
John. A. Coe, president of the American Brass 
Company, as president. The vice-presidents 
are Edwin §. Hunt and Edwin C. Northrop. 
The new bank is making its headquarters in 
the Dime Savings Bank Building. 


ROBBERS RAID TOWN, CARRY OFF 
BANK SAFE 


Ropsers in Coffeyville, Kan., last month 
made a raid on the town, imprisoned fifteen 
citizens who threatened to interfere with their 
activities, and carried off a safe from the State 
Bank of Weir. The bandits, variously esti- 
mated at from five to twelve men and armed 
with machine guns, drove into town ready 
for business. Their first victim was the town 
watchman, whom they waylaid and placed in 
a cell in the city jail. They then kidnapped 
the night telephone operator and likewise im- 
prisoned her, and meted out similar treatment 
to any others who approached the bank. 
After four hours of hard work they suc- 
ceeded in placing the safe on a truck they 
had brought with them for the purpose, and 
drove out of town. A _ nearby restaurant 
proprietor released the captives with a key he 
carried for emergencies. The bandits were 
pursued by officers and guardsmen assembled 
from surrounding villages, and the abandoned 
truck with the safe was finally discovered 
stuck fast in the mud of a boghole. 


NEW YORK CENTRAL INSTITUTION 
FOR SAVINGS BANKS FORMED 


ANDREW MILLs, president of the Drydock 
Savings Institution, New York, has been 
elected president of the Savings Bank Trust 
Company, the recently organized central insti- 
tution for the savings banks of New York 
State. The other officers are: Stewart S. 
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Hathaway, New York representative of the 
Reconstruction Finance Corporation, vice- 
president; Ralph H. Stever, president of the 
Seaman's Bank for Savings, secretary; Corne- 
lius R. Agnew, vice-president of the Franklin 
Savings Bank, treasurer; Paul W. Albright, 
secretary of the Savings Bank Association of 
the State of New York, assistant secretary 
and assistant treasurer. 

The following were elected permanent di- 
rectors: E. A. Stebbins, president, Rochester 
Savings Bank, Rochester; Dean R. Nott, 
president, Erie County Savings Bank, Buf- 
falo; Harold Stone, president, Onondaga 
County Savings Bank, Syracuse; R. C. Van 
Denvergh, president, Savings Bank of Utica, 
Utica; W. Van Rensselaer Erving, secretary, 
Albany Savings Bank, Albany; Frank L. 
Gardner. president, Poughkeepsie Savings 
Bank, Poughkeepsie; Henry Bruere, president, 
Bowery Savings Bank, New York; Walter H. 
Bennett, president, Emigrant Industrial Sav- 
ings Bank, New York; Philip A. Benson, 
president, Dime Savings Bank of Brooklyn, 
Brooklyn; David H. Lanman, president, 
Brooklyn Savings Bank, Brooklyn; Andrew 
Mills, Jr., president, Dry Dock Savings Insti- 
tution, New York; Henry R. Kinsey, vice- 
president, Williamsburgh Savings Bank, 
Brooklyn; Lewis Gawtry, president, the Bank 
for Savings, New York; August Zinsser, presi- 
dent, Central Savings Bank, New York; Dar- 
win R. James, president, East River Savings 
Bank, New York; Professor A. A. Berle, Jr., 
New York; Stewart S. Hathaway; and Paul 
W. Albright. 


CALIFORNIA BANKS TO ACCEPT 
HOME LOAN BONDS 


Monroe But er, California manager for the 
Home Owners Loan Corporation, has in- 
formed the Home Loan Bank Board that the 
Bank of California has instructed its branches 
throughout the state to accept Home Owners 
Loan Corporation bonds. 

Will F. Merrish, president of the Bank of 
America, said: “We have issued instruction 
to our 415 branches in 247 cities, which com- 
prise 50 per cent. of the banks of California, 
to accept bonds and co-operate to the fullest 
in this program.” 


EXTENSION ON AFFILIATE REPORT 
GRANTED 


THE Federal Reserve Board and the Comp- 
troller of the Currency have extended till 


September 16 the date by which national 
banks and state member banks must file re- 
ports of affiliates. The reports were origi- 
nally called for on July 7, and later an exten- 
sion till August 14 was granted. The new 
extension, says the Comptroller of the Cur- 


rency, is due to the necessity of securing the 
opinions of the legal departments of the 
Government with respect to questions which 
have arisen. The time within which banks 
may file their own reports has not been 
extended, and reports both of banks and of 
affiliates must show condition as of June 30. 


RAWSON QUITS BANK POST 


Freperick H. Rawson, chairman of the 
board of the First National Bank of Chicago, 
has announced his retirement due to ill 
health. He will however continue as a direc: 
tor of the bank. Mr. Rawson was graduated 
from Yale in 1895. That same year he en- 
tered the Union Trust Company as a clerk, 
and ten years later became its president. He 
was serving as chairman of the board of the 
Union Trust Company when that institution 
was consolidated with the First National in 
1929, and was elected co-chairman of the 
First National with the late Frank Wetmore. 
He has been chairman of the board since 
1930, and has served also as president of the 
Chicago Clearing House Association. 


CHASE CORPORATION WORTH 
$14,196,884 


THE recently published statement of condi 
tion of the Chase Corporation, affiliate of 
The Chase National Bank, shows an _ indi- 
cated book value as of June 30 of $14,196, 
884, represented by 7,400,000 capital and 
$6,796,884 surplus and undivided profits. 
This corresponds closely with the book value 
announced by Winthrop W. Aldrich, chair- 
man of the governing board of the bank, last 
May when it was decided to liquidate the 
corporation. The new statement is not strictly 
comparable with any previously published re- 
port, because former reports were consoli- 
dated. It shows borrowing of the corpora: 
tion from The Chase National Bank as $17,- 
472,145 and amounts due to subsidiaries as 
$27,895,259. Investments and securities are 
listed at $82,051,852, cash on deposit with 
the parent bank at $106,995, bills and ac- 
counts receivable at $2,755,100 and stocks of 
other banks at a stated value of $387,811. 


APPROVES DETROIT BANK 
TRANSFER 


MICHIGAN Circuit Court judges have ap- 
proved a plan under which the newly opened 
Manufacturers National Bank of Detroit will 
take over the deposits and other liabilities 
of the Highland Park State Bank, the Peo- 
ples Wayne County Bank of Highland Park, 
the Guardian Bank of Dearborn and the 
Dearborn State Bank. The liabilities total 
$24,500,000, and in return the Manufac- 
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turers National will take over part of the 
assets of the four suburban institutions, while 
the Reconstruction Finance Corporation will 
make a loan on the remainder. The subur’ 
ban institutions will go out of existence. 


CLEVELAND TRUST REMODELS 
HEAD OFFICE 


To provide for increasing business at its 
main office, the Cleveland Trust Co. has just 
completed remodeling its main office lobby, 
replacing tellers’ cages with an open-type 
counter. This cageless arrangement permits 
greater elasticity; more tellers can work at 
a given space at the counters and thus render 
quicker service to customers. The new coun’ 
ters are similar to those in the bank’s wom- 
en's department, installed some months ago 
and also in all of its more recently opened 
or altered branches. 

All the work was done after banking hours 
to avoid interruption in the bank’s service. 
It required nine weeks before completion. 
The cost of the alterations totals approxi- 
mately $10,000, giving employment to many 
craftsmen. 

The counters are designed to harmonize 
with the architecture of the rest of the lobby 
and the building, which is one of the monu- 
mental banking rooms in Cleveland. When 
built in 1908 it was believed that it would 
take care of any conceivable increase in busi- 
ness but the main office has since expanded 
until it occupies not only the dome-capped 
original building, but also three large adjoin- 
ing buildings. 

The Cleveland Trust Company was one of 
the first banks in the country to receive gov- 
ernment license to resume normal banking 
operations March 13. It is the largest bank 
in Ohio and operates sixty banking offices 
throughout Greater Cleveland. 


LIQUIDATION REPORT ON CLOSED 
NEW YORK STATE BANKS 


More than $208,682,000 has been paid to 
the depositors of the sixty-four banks taken 
over by the New York State Banking De- 
partment in the last three years, according 
to figures recently made public by Joseph A. 
Broderick, State Superintendent of Banking. 
This amount represents 69 per cent. of the 
total liabilities of the institutions, which, 
- when the banks were taken over, amounted 
to $305,638,946. 

The Bank of United States, which closed 
on December 11, 1930, showed liabilities of 
$188,539,100, the largest of any of the insti- 
tutions. A dividend of 30 per cent. was 
paid on September 1, 1931; another dividend 
of 15 per cent. on December 21, 1931; and 
a third of 10 per cent. on December 31, 1932. 


: Equipment, service, rates make this 
‘‘The Distinctive Boston House’’ 
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‘| minutes from the business, theatre 
|}and shopping district. 
Rooms with bath from $3.50 up 
B. M. Andrews, 





Manager 


It is expected that another dividend will be 
made available before the end of the present 
year. 

The liquidation department points proudly 
to the fact that it has now reduced the liabili- 
ties of all the closed banks to $96,214,984, 
and that this sum is constantly being made 
smaller. Only a few of the banks taken over 
have failed to pay any dividends to deposi- 
tors, and depositors of several banks have 
been paid in full. 


FIDELITY UNION PROMOTES 
SCHNEIDER 


AT a meeting of the board of directors of the 
Fidelity Union Trust Company held recently, 
Henry Schneider, formerly assistant vice- 
president and treasurer, was made vice-presi- 
dent and treasurer. 

Mr. Schneider started as a ‘general book- 
keeper in 1902 with the Fidelity Trust Com- 
pany which later merged with the Union Na- 
tional Bank to form the Fidelity Union Trust 
Company. In 1913 he was made assistant 
secretary and treasurer, and in 1920, treas- 
urer. During his career he has worked in 
every department of the bank. 


NEW INDIANAPOLIS BANK TO 
RELEASE $10,000,000 


THE American National Bank, a new institu- 
tion supplanting the closed Fletcher Ameri- 
can National Bank, has been opened in In- 
dianapolis, releasing approximately $10,000,- 
000 in deposits that have been tied up since 
the Fletcher American suspended business at 
the outset of the national banking holiday. 
One of Indiana's largest banks, the old 
Fletcher American served as a depository for 
more than 200 banks throughout the state. 
Under the plan approved for the formation 
of the new institution, 50 per cent. of the 
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approximately $20,000,000 on deposit may 
be released immediately into business chan- 


nels. To accomplish the establishment of the 
new institution directors obtained stock sub- 
scriptions of $1,800,000 to match Reconstruc- 
tion Finance Corporation aid. 


BALTIMORE NATIONAL OPENS FOR 
BUSINESS 


TuE Baltimore National Bank, organized un- 
der a Federal charter, opened for business 
August 7. At the end of the first week's 
Operation, it was announced by officials that 
the deposits in the new institution had in- 
creased steadily to a figure in excess of $9,- 
300,000. 

The opening under a national charter, in- 
stead of a state charter, was the result of a 
complete reorganization of the Baltimore 
Trust Company, approved by nearly 100,000 
depositors of the old institution without a 
single dissent. 

The Baltimore National Bank is headed by 
Howard Bruce, who occupies the posts of 
president and chairman of the board. Other 
officers are: James C. Fenhagen, chairman, 
discount committee; Eugene L. Miles, vice- 
president and cashier; C. Bradley Hays, and 
J. Hambleton Ober, vice-presidents; C. D. 
Fenhagen, Jr., Harvey E. Emmart and John 
W. Backer, assistant cashiers. 

Banking quarters are being occupied on the 
ground and mezzanine floors of the Balti- 
more Trust Building. The new bank, how- 
ever, leases its space and holds no ownership 
interest in the Baltimore Trust Building. In 
fact, Mr. Bruce said, the Baltimore National 
Bank owns no real estate whatever. 

The new bank is capitalized as follows: 


Preferred stock ........... $1,000,000 
Common’ stock .....0005% 500,000 
DONINOSS sara aeiais o6 ciasios.ossers 400,000 
Undivided profits and 

SEO $e btivs caieesiee wd 100,000 
SOW 5 cc's 6 a aoa wiesiieie $2,000,000 


The full $2,000,000 capital has been paid 
in cash. All of this sum, other than the 
preferred stock, has been raised by private 
subscription. The preferred stock subscrip- 
tion came from the Reconstruction Finance 
Corporation, 


DEPOSITS BY SIZE OF ACCOUNT 


CoMPREHENSIVE information has_ recently 
become available for the first time relating 
to the number and size of deposit accounts 
in member banks. This information, which 
relates to licensed banks, was collected as of 
May 13, 1933, by the Comptroller of the 
Currency for national banks and by the Fed- 
eral Reserve Board for State member banks. 
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It shows that on this date, when the total 
number of licensed member banks was 5500 
and their total deposits were $23,542,307,000, 
they had altogether 30,556,105 deposit ac- 
counts, and that the average size of the 
accounts was $770. The classification by size 
shows that 96.5 per cent. of these accounts 
were in amounts of $2500 or less, the aver- 
age account of this class being $189. While 
the number of accounts of more than $2500 
was relatively small, constituting only 3.5 per 
cent. of the total number, the amount of 
funds held in the larger accounts constituted 
76.3 per cent. of total deposits of the banks 
included in the tabulation. Accounts in the 
highest bracket, those of over $50,000, num- 
bered less than 50,000, and constituted a 
small fraction of 1 per cent. of the total 
number of accounts, but these accounts aver- 
aged $224,000 and in the aggregate held 45 
per cent. of total deposits of licensed mem- 


ber banks. 


BOSTON BANK LOANS PICTURES TO 
THEBAUD 


Tue famous Gloucester fishing schooner Ger- 
trude L. Thebaud which sailed for the Cen- 
tury of Progress Exposition in Chicago by 
way of the St. Lawrence River carried on 
board a collection of marine pictures loaned 
by the State Street Trust Company of Boston. 
These pictures show vessels famous in Mas- 
sachusetts maritime history, representing a 
form of publicity which the State Street Trust 
Company has been carrying on for over a 
quarter of a century. 


WHY PUBLIC RELATIONS ARE 
IMPORTANT 


It is no wonder that the importance of pub- 
lic relations is being emphasized whenever 
bankers congregate these days. On all sides 
the unpopularity of the banks is being em- 
phasized and while it is regrettable it should 
not be ignored. As a recent example witness 
the following letter to the New York Tribune 
which was recently published under the head- 
ing “Blue Eagle and the Bank”: 


To the New York Herald Tribune: 

The greatest joke of the NRA, which de- 
serves the support of every citizen, is the 
sign displayed in our banks: “We do our 
part.” 

If any of our banking institutions will tell 
the average public what they are doing to 
help the public we would much appreciate 
the news. 

The whole trouble today, and we might as 
well be honest about it, is that the banks are 
doing nothing to help. Why display the 
sign? 


VERMONT. 
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COMING BANKERS’ 
CONVENTIONS 


AMERICAN BANKERS ASSOCIATION. Stev- 
ens Hotel, Chicago, September 4-7, 1933. 


CENTRAL BANK MANAGEMENT CONFER’ 
ENCE. Indianapolis, Ind. Postponed until 
further notice. 


DELAWARE BANKERS ASSOCIATION. Reho- 
both, September 7, 1933. 


FINANCIAL ADVERTISERS ASSOCIATION. 
Waldorf-Astoria, New York City, Septem- 
ber 11-14, 1933. Executive secretary, Pres- 
ton E. Reed, 231 South LaSalle Street, Chi- 
cago. 


FLorIDA BANKERS CONVENTION. 
October or November, 1933. 


Orlando, 


INVESTMENT BANKERS ASSOCIATION. Hot 
Springs, Va., October 28-November 1, 1933. 


IowA BANKERS ASSOCIATION. Place unde- 


termined, June 18-20, 1934. 


KENTUCKY BANKERS ASSOCIATION. Louis- 
ville, September, 1933. No date. 


Maine Savincs’ BANKS ASSOCIATION. 
Rangeley Lake Hotel, Rangeley, September 
7-8, 1933. 


MASSACHUSETTS SAVINGS BANKS ASSOCIA- 
TION. New Ocean House, Swampscott, Sep- 
tember 15-16, 1933. 


Morris PLAN BANKERS’ ASSOCIATION. 
Brown Hotel, Louisville, Ky., October 2-4, 
1933. 


MortTcAGeE BANKERS ASSOCIATION. Secre- 
tary, Walter B. Kester, 111 West Washing- 
ton Street, Chicago. Statler Hotel, St. Louis, 
Mo., October 10-11, 1933. 


OF BANK AUDI 
Chicago, Septem- 


NATIONAL CONFERENCE 
TORS AND COMPTROLLERS. 
ber 5-7, 1933. 


NEBRASKA BANKERS ASSOCIATION. Fon- 
tanelle Hotel, Omaha, November 15-16, 1933. 


ASSOCIATION. 
Indefinitely 


New Mexico’ BANKERS 
Franciscan Hotel, Albuquerque. 
* postponed. 


New Yorx Savincs BANKS ASSOCIATION. 
Waldorf-Astoria Hotel, New York City, 
October 23-24, 1933. 


PaciFic Coast Trust CONFERENCE. St. 
Francis Hotel, San Francisco, October 26-27; 
1933, 


STATE BANK COMMISSIONERS ASSOCIATION. 
Congress Hotel, Chicago, September 13-15, 
1933. 


WyYomInGc BANKERS ASSOCIATION. Casper, 
September 1-2, 1933. 


MORTGAGE BANKERS CONVENTION 
TO BE OF UNUSUAL INTEREST 


L. E. MAHAN, convention chairman for the 
20th annual convention of The Mortgage 
Bankers Association of America, is urging 
a large attendance at the meeting which 
takes place in St. Louis on October 10 and 
11. In a recent statement to members he 
says: 


“You will hear the opinions of the best 
minds in the country on the subject of Mort- 
gage Banking, when you attend the Mortgage 
Bankers Association Convention in St. Louis. 
We have been most fortunate in getting the 
consent of the leaders in the field of Mort- 
gage Banking to appear on our program. 

“Their discussion will be timely and vital 
; for, never in the history of Mortgage 
Banking has the future been so problematic. 
Never before has the Federal Government 
taken such an active part in the Mortgage 
Field. The changes wrought by such govern- 
mental agencies as the Federal Home Loan 
Bank System, the Home Owners’ Loan Cor- 
poration and the Farm Credit Administration 
create problems which call for a most com- 
prehensive study, in order to interpret their 
effect on the mortgage business. 

“These subjects will receive attention at 
the coming convention, and there will be no 
lengthy speeches on subjects not pertinent to 
the mortgage business. Every minute of the 
convention will be devoted to problems of 
the day and there will be much opportunity 


Bank Buildings 
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ing new offices, we believe it will pay 
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for round table discussion and exchange of 
experiences.” 


13,951 LICENSED BANKS ON 
AUGUST 12 


THE records of Walter J. Cummings, exec- 
utive assistant to the Secretary of the Treas- 
ury, reveal that on August 12 there were 
13.951 licensed banks operating without re- 
strictions and only 2870 closed or operating 
on a restricted basis. These figures include 
national banks and state members and non- 
members of the Federal Reserve System, but 
exclude mutual savings institutions. 

The composite statement of the banking 
structure in the United States at the close 
of business August 12 follows: 


Licensed Banks, Unrestricted 
Type of Banks Number *Deposits 
National ‘banks 4,961 $16,938,145,000 
State member 9,741,987,000 
Non-member banks (ex- 
clusive of mutual savings 
banks) 5,057,596,000 


28,000 


Unlicensed Banks Closed or Restricted 
National banks 909 $954,304,000 
State member banks .... 95 204,134,000 
Non-member banks (ex- 

clusive of mutual savings 

‘banks) 41,866 1,005,365,000 
2,870 $2,163,803,000 
1932. tAs of July 26, 1933. 


FIRST IN ST. LOUIS ANNOUNCES 
PROMOTIONS 


THE First National Bank in St. Louis re- 
cently announced election of the following 
officers: Harry Bischoff, I. Lonergan and 
Elmer Von Doersten, as assistant cashiers. 

These elections are all in the nature of 
promotions, Mr. Bischoff having been transit 
manager, Mr. Lonergan having been manager 
of the foreign department, and Mr. Von 
Doersten having been assistant to vice-presi- 
dent in charge of territorial work. 


PACIFIC COAST TRUST CONFERENCE 


TueE Eleventh Regional Trust Conference of 
the Pacific Coast and Rocky Mountain States 
will be held in San Francisco October 26 
and 27, it is announced by R. M. Sims, presi- 
dent of the Trust Division of the American 
Bankers Association and vice-president of the 
American Trust Company, San _ Francisco. 
The St. Francis Hotel will be conference 
headquarters. 

Frank H. Lougher, trust officer, Anglo Cali- 
fornia National Bank, San Francisco, it is 
announced, is general chairman of the con- 
ference committee. The conference region 
embraces the states of Arizona, California, 
Colorado, Idaho, Montana, Nevada, New 
Mexico, Oregon, Utah, Washington and 
Wyoming. 
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SALMON P. CHASE 
Secretary of the Treasury under LINCOLN 


A BACKGROUND 
of Banking and Trust Service 


THE CHASE NATIONAL BANK 
of today is a development both of a 
long period of natural growth and of a 
series of comparatively recent consoli- 
dations. The most notable of these 
were with The Mechanics and Metals 
National Bank, The National Park 
Bank and The Equitable Trust Com- 
pany of New York. Each of these banks 
Was an outstanding financial institution 
and each made a substantial contribu- 
tion to the service, man- 
agement, resources and 
prestige of The Chase 
National Bank. 

Today the Chase, as a 
commercial bank, offers 
every facility and conveni- 


1933 Cune 30). . 


Growth of 
Chase Total Resources 


1877 (Organized) $ 


ence known to conservative banking. Its 
background of long experience and the 
advantages of its international facilities 
have attracted the accounts of banks, 
bankers, business houses and individuals 
from all parts of the world. 

As another important phase of its 
operations, the Chase conducts a Trust 
Service which at all times has justified 
confidence in its effective discharge of 
fiduciary responsibilities. Sympathetic 
and expert attention is 
made available in this high- 
ly specialized and technical 
field, through the Chase 
Personal Trust Depart- 


1,042,009. 25 
9,489, 346.24 
36, 239,476.68 
105,096,072. 52 
422,460,081.73 


ment, to those whose affairs 
are placed in its charge. 


1,001, 292,727.31 
1,727,182, 164.14 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
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THE BANKERS MAGAZINE 


Correspondents of this bank can always depend 
upon quick collections and special service. 


CORN EXCHANGE NATIONAL BANK 


AND TRUST COMPANY 
PHILADELPHIA 
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